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Abstract 
Drawing on the experience of Los Angeles, Ca, this paper develops a framework for 
evaluating citywide industrial redevelopment policies and reviews the effectiveness of 
such policies.  This research culminates with recommendations for additional government 
action needed to turn underutilized industrial property into productive uses.  The paper 
begins by identifying the current industrial space market in the U.S., given shifting 
economic trends and a recent economic downturn, and then narrows to a discussion of the 
Los Angeles market.  This section is followed by an analytical review of local legislation 
and initiatives designed to 1) facilitate the conversion of obsolete industrial space to meet 
the area’s growing housing needs and 2) organize under-producing industrial land in a 
way that attracts employment and revenue generating businesses.  The future success of 
Los Angeles’ two-pronged approach to industrial redevelopment depends upon the City’s 
ability to address the need for environmental cleanup assistance, the lack of contiguous 
tracks of industrial-suited land, and the inclusion of practices that support infill 
development.  Such obstacles are not unique to the Los Angeles region, thus the 
programs and policies ultimately recommended in this paper extend beyond the Southern 
California economy.  These recommendations are based, in part, on the net positive 
results demonstrated by other metropolitan areas and include: 1) the addition of infill 
incentives that remove barriers to development and improve the financial viability of 
infill projects; 2) the creation of a database that identifies vacant and underutilized 
parcels of land and classifies them as good, fair or poorly suited for development; 3) the 
use of revenue generating municipal bonds and loan programs to finance environmental 
cleanup; and, 4) the lobbying for state legislation that limits purchaser’s liability for 
contaminated sites.  Given the wide-scale applicability of such tactics, the lessons learned 
from the Los Angeles experience are relevant to any city dealing with a surplus of 
obsolete industrial space and outmoded industrial land use patterns.  
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Introduction 
 
Over the past two centuries, few movements have played as large of a role in shaping the 
North American landscape as industrial development.  As manufacturing-centered cities 
of the 19th century gave way to the suburban industrial complexes of the next 100 years, 
and now increasingly to overseas operations, a glut of obsolescent space has been left 
behind.   Corporate America holds an abundance of this surplus real estate as they move 
from antiquated and poorly located manufacturing facilities to newer facilities 
worldwide.  Vacant, deteriorating buildings and restrictive land use patterns lie in the 
wake of this repositioning and present a major challenge for urban revitalization efforts.  
This paper looks to the experience of Los Angeles, CA in evaluating the effectiveness of 
local policies aimed at turning urban industrial blight into new market opportunities and 
incorporates recommendations for future industrial redevelopment success.  
 
The following discussion begins with a definition of the industrial space market in 
section one and a microeconomics snapshot of industrial real estate in today’s national 
economy.  Given the downward trend in demand for traditional manufacturing and 
industrial facilities, finding productive uses for obsolete sites has become a major focus 
of economic development efforts over the past two decades.  Section two of this paper 
reviews much of the literature on industrial recycling and identifies development 
opportunities that stem from the revitalization of underutilized areas, conversion of 
inactive buildings and rezoning of industrial land.   
 
As the focus narrows to the Los Angeles metropolitan area, a more targeted discussion of 
the Southern California economy ensues in section four.  Recognizing the disparate 
impact of international trade and motion picture/TV production – the region’s two fastest 
growing industries – on the demand for space is key to a productive policy evaluation in 
subsequent sections.  Los Angeles, like any city driven to improve development 
opportunities, must take an inventory of market-specific demand and potential for 
continued growth.  Thus, part three of this paper also includes a detailed account of the 
Southern California housing crisis.  Such commentary is not a departure into the 
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affordable housing debate, but rather a critical step in determining the highest and best 
use for outmoded or underutilized industrial space in the region.  
 
The next section includes the real core of the Los Angeles analysis, with a descriptive and 
analytical review of policy documents that address the issue of obsolete industrial space.   
Section four evaluates (1) Phase I of Mayor Hahn’s Industrial Development Policy 
Initiative (2) Los Angeles’ Adaptive Reuse Ordinance and supporting documents and (3) 
the Los Angeles General Plan Framework.  This section also incorporates a discussion of 
the Alameda Corridor project, a public/private venture built with expectations of 
enhanced development opportunities.  Analysis of these plans centers on the ability of the 
City to meet two main objectives – one, to compensate for the loss of traditional 
manufacturing employment and, two, to address the housing shortage in the Los Angeles 
region.  While the existing initiatives have created a strong foundation for industrial 
conversion efforts, stimulating further recycling activity will necessitate supplementary 
developer incentives and government involvement.   
 
Drawing upon the pitfalls and policy achievements of comparable metropolitan cities, the 
final section of this paper identifies areas for incorporation in Los Angeles’ approach to 
industrial recycling.  Recommendations for policy improvements focus on the 
establishment of infill development incentives, a state or citywide approach to funding 
brownfield remediation, and government aide in assembling large tracts of competitive 
industrial space.  These policies would tie into the existing legislation, while encouraging 
further private involvement in redevelopment opportunities.  Given their applicability to 
the Los Angeles region, inclusion of such policies in Phase II of the Los Angeles 
Industrial Development Policy Initiative is strongly encouraged.  
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Section I.  Current State of Industrial Space 
 
An industrial enterprise is traditionally defined as a manufacturing, distribution, or 
warehousing operation entity that accommodates the direct or indirect exchange of goods.  
Hereto, industrial development has centered on these areas and those technically 
productive enterprises that create jobs for production workers or hourly employees as 
opposed to professional workers or salaried employees. 1  However, in the last half of the 
20th century, the United States economy, like much of the developed world, has 
experienced a decline in manufacturing operations, while service-based industries and the 
high-tech and e-commerce business sectors continue to grow.  In 1950, FIRE and 
services accounted for 17.26% of national employment combined; by 2001, the 
proportion had more than doubled to reach 36.04%, at the expense of manufacturing, 
which fell from 29.07% to just 12.69% of all U.S. jobs.2 In short the U.S. economy has 
undergone a fundamental restructuring over the last half-century. The resultant impact on 
the demand for industrial space is the subject of this section. 
 
Of all the property types studied, industrial real estate has proven the most difficult for 
predicting demand.3  The diversity of sub-property types (manufacturing, warehouse and 
R&D) and varied uses within these sub-property types explain a large part of the 
complexity.  In contrast to office, multifamily and retail, the relationships between 
demand and employment and demographics are not as distinct given the variation of 
property types and disparate demands of users.  Adding to the inherent difficulty in 
forecasting industrial demand, the new economy has produced accompanying trends that 
affect demand dynamics.  Globalization, airfreight, information technology/supply chain 
management and outsourcing/third party logistics represent a few of the most pronounced 
movements among industrial enterprises.4 
 
Such trends have impacted traditional industry distribution channels, as well as the 
physical characteristics of industrial property types.  The expansion of Internet and high-
tech sectors brought the need for accelerated product delivery and a new set of space 
requirements.  Much of this new demand is being driven by business-to-consumer 
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commerce and fulfillment companies which help e-commerce businesses with tasks such 
as packaging and returns.  These users require speed and transportation access and 
therefore gravitate towards markets in close proximity to rail, air and highway networks. 5   
In addition to transforming supply chain management and distribution systems, 
warehouse and distribution facilities themselves are changing.   
 
Warehouses are getting bigger in size, while the physical design of the space is growing 
more complex.  In contrast to the basic shell development model typical of older 
industrial stock, industrial developers must now consider automation, broadband high-
speed Internet access and other data services, as well as energy management systems.  
And, the critical need for transportation access is causing tenants to view densely 
populated regional hubs more favorably in making location decisions. 6   
 
The market’s lag in adapting to these new demand parameters, however, contributes in 
part to the concern expressed by Torto Wheaton Research (TWR) in its latest industrial 
market report.7  Furthermore, the need for newer, more technologically advanced 
industrial facilities is accelerating the obsolescence of older stock.  Thus, amongst the 
real estate investment community, the industrial market, at least at the aggregate or 
national level, is cause for alarm.  And, as long as owners continue to hold smaller, older 
properties, competitive pressures are likely to result in increased vacancy and lower 
rents.8  At the same time, assembling large tracts of land for industrial uses in highly 
desired locations is increasingly difficult given brownfield remediation risks and inflated 
land prices – two topics to be discussed in greater detail throughout this paper.  
 
The resultant impact on the demand for industrial space has been compounded in the last 
three years as the entire national economy has struggled through a prolonged downturn.  
Industrial market vacancy rates jumped from 6.6% in 2000 to 9.6% and 11.1% in 2001 
and 2002, respectively, triggering real rents to decline at an accelerating rate.  These 
decreases however were not enough to bring the market back to equilibrium nor to 
prevent the vacancy rate from continuing to rise during the first half of 2003.9   Grubb & 
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Ellis, a second reputable real estate industry source, expect industrial rents to continue to 
decline as space markets remain soft over the coming year 2004.10  
 
The ULI Forecast finds that the prospects for attractive rent increases are modestly poor 
through mid-2004 for warehouse and light assembly properties and poor for research and 
development space.  Moreover, from an investment standpoint, industrial property is 
expected to deliver only average performance compared with other income-producing 
properties.  This sector provided modest total returns of 6.7% in 2002, down from 9.4% 
in 2001, according to the National Council of Real Estate Investment Fiduciaries 
(NCREIF).  This makes industrial property only the fourth best performing sector of the 
five sectors covered by the NCREIF Index.   Industrial REITs provided a 7.42% total 
return in 2001, well below both the 28.62 percent total industrial REIT return in 2000 and 
the 13.93 percent return of equity REITs generally in 2001.   
 
While the economic downturn certainly explains part of this dismal performance of late, a 
greater issue is in play with industrial space.  Cushman & Wakefield notes in a 
September 2001 report:  “Obsolescence in warehouse/distribution product has never been 
more apparent than in the high-tech boom over the past five years.  The largest industrial 
real estate markets in the U.S. – Atlanta, Chicago, Dallas, Los Angeles, and New Jersey – 
have seen technology and e-commerce drastically reshape their horizons.”11  And despite 
the “tech wreck” that kicked off this century, e-commerce continues to grow, driving 
changes in distribution and warehousing.  The U.S. Department of Commerce reports that 
total e-commerce sales for 2001 increased by 19.3 percent over 2000 levels.12  
 
Once again, this shift in space users has left many cities with large inventories of derelict 
sites.  While good measures of the total extent of inactive sites aren’t readily available for 
most cities, the city of Chicago conducted an extensive survey of its major industrial 
areas in 1994 and found that 18 percent of land in these areas was either vacant or 
inactive.13  The survey identified more than 1,500 acres of vacant or inactive industrial 
land scattered throughout about 30 industrial districts in the city – a figure that most 
likely understates the total amount.  Another survey conducted by the Regional Plan 
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Association in Union City, New Jersey – a historically heavily industrial city – found that 
185 industrial sites totaling 2,500 acres were inactive or underused.14  This amounts to 7 
percent of the total area in the county.   
 
Similarly, the city of San Francisco has been rethinking the amount of land designated for 
industrial use.  In March of last year, the city’s Planning Director joined the Planning 
Commission in examining the 15 percent of city land zoned for industrial use and found 
only 7-8% actively committed.  Recognizing the lost tax revenue from such inactivity, 
San Francisco is pursuing the rezoning of these sites for a mix of light industrial or 
residential uses.15 
 
In addition to the difficulty faced by city planning departments, industrial vacancy and 
land obsolescence creates a problem for capital investment.  As the ULI Forecast reports, 
with more buyers than tenants, a disconnect exists in the industrial market and returns to 
investors in this sector will continue to disappoint.16  Yet, what this research does not 
highlight are opportunities for investors interested in industrial conversion – opportunities 
that appeal to both real estate capital markets and urban revitalization efforts.  The 
following section discusses ways in which U.S. cities are handling the surplus of 
industrial real estate and antiquated cities land use patterns, as well as the real market 
opportunities for industrial recycling. 
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Section II.  Industrial Recycling Literature Review 
 
Policy Overview 
As implied in the previous section, the urban spatial problems facing most U.S. cities that 
experienced rapid growth from 1870 to 1945 stem from dealing with the legacy of their 
industrial era development.  When industries began to move out of central cities in the 
1950s in search of larger, suburban sites and major highway accessibility, they left 
behind industrial and warehouse buildings, rail facilities and, often times, contaminated 
land.  As a result, today many of the largest cities – such as Chicago, Cleveland, Detroit, 
and Philadelphia – have thousands of acres of inactive and derelict industrial land.  
Restoring productivity to these old industrial areas presents a major challenge for cities’ 
economic development departments.  However, for smart developers willing to take on 
the additional risk, and aided by local political support, opportunities for significant 
returns do exist.  
 
Finding productive uses for surplus industrial sites is key to both economic revitalization 
and the financial success of involved developers.  The widespread availability of 
inexpensive, outmoded buildings does not, alone, create demand for adaptive reuse 
projects.  Like all real estate development projects, strong location and market 
fundamentals determine the success of a venture into reuse.   
 
When dealing with renovation of existing structures, as opposed to new construction, a 
developer must first ask: Would market opportunity warrant the construction of a new 
facility at the existing location if the site were vacant?  And secondly, can the existing 
facility be economically modified to accommodate market demand?  By comparing the 
income and cost potentials of a few alternative uses, developers might derive the highest 
and best use for a building.17 
 
In regards to renovation of existing buildings, vís a vís new construction, low acquisition 
prices and reusable infrastructure present favorable situations.  In addition, the speed with 
which a renovation project can be brought online and the ability to “grandfather” zoning 
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ordinances may improve overall feasibility as well.  For instance, if the zoning that 
governs an existing building allows a proposed new use “by right,” obtaining the 
necessary approvals and permitting for reuse can be accomplished much more quickly 
and less expensively than new development, and without the risk of public opposition.18  
 
That being said, quality of design is just as important in renovation as it is in new 
construction.  And, while fifteen years ago adaptive use projects were oriented toward 
preserving historically and architecturally significant buildings, today reused buildings 
are just as likely to be public eyesores as architecturally significant structures.  
Substantial redesign of both the exterior and interior of existing buildings is possible, 
although at a heavy construction cost.  “Furthermore, individual structures are often 
concentrated in the midst of declining business and industrial districts.  Such areas suffer 
from poor image and lack a mix of other uses, like retail and residential, making them 
more difficult to adapt to new markets.”19  Taking on a renovation project in isolation, 
without consideration of the compatibility of surrounding uses, is ill advised.  Many 
deteriorated commercial districts are part of larger urban environment, with mixed-use 
patterns and a diverse market.  Adjoining districts bring positive spatial spillover in the 
form of increased demand for goods and services, as well as self-interest in the aesthetics 
and safety of neighboring communities.  One only have to look at the success of once 
run-down abandoned areas like SoHo and TriBeCa in New York City, San Francisco’s 
SOMA District and the warehouse district near downtown Dallas to see the viability of 
industrial recycling projects.  These areas now thrive as fashionable arts, shopping, 
entertainment and living districts.   
 
An article published by the Urban Land Institute, “Obsolescence to Opportunity: 
Adapting Outmoded Buildings for New Uses,” discusses strategies and bonuses that can 
help in the process of turning obsolete buildings into valuable income-generating 
properties.  State and local incentives targeted at private sector redevelopment of 
underused buildings have shifted away from direct cash subsidies to tax abatements and 
other cost reductions aimed at improving economic feasibility.  Frequently cited 
developer incentives include: 
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• Real estate tax abatements for the improved value of commercial and industrial 
properties that are converted to new uses, often specifically to residential use; 
• Tax abatements and credits for rehabilitating historic structures; 
• Changes in zoning ordinances and building codes that remove some of the risks 
and costs of rehabilitating older buildings for new use; 
• Low-interest financing assistance through the sale of tax-exempt bonds by the city 
or a redevelopment authority, or committing state and federal funding or other 
grant resources to this effort; and 
• Assistance with environmental cleanup and infrastructure improvements. 
 
As Black (1994) argues, numerous reasons exist for local and state governments to 
strengthen clean up and reuse efforts of inactive industrial sites.20  For one, older central 
cities are in desperate need of increased jobs and a stronger tax base.  Not surprisingly, 
the communities surrounding old industrial areas are populated by a disproportionate 
share of the city’s poor and disadvantaged.  Converting derelict industrial buildings into 
new enterprises would mean both increased work opportunities and general economic 
support that these communities need.  Secondly, successful conversion of older industrial 
sites would increase use of land and infrastructure, bringing urbanized areas up to the 
densities of residents, workers and traffic they were built to handle.   
 
Thirdly, and most relevant to the position of this paper, there is a need to provide 
attractive residential opportunities to middle- and upper-income workers in the central 
business districts.  The decentralization of this workforce mirrors the decentralization of 
business activity.  And, arguably, the overall level of economic activity in central cities 
depends on access to a qualified pool of professionals.  Over the past two decades, 
expansion of businesses and government offices based in CBDs has been a major source 
of job growth in central cities.21  Despite the recent economic downturn, reduction in 
office rents and supply of available space are likely to restore growth in employment in 
CBDs with advantageous locations.  Commercial services and the strength of the retail 
sector are closely tied to this employment growth and additional housing opportunities in 
central cities would be instrumental in containing the positive benefits of such growth. 
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And finally, in the move from central cities to the suburbs, many industries left behind 
considerable contamination.  Due to the high incidence of contamination and the 
associated liabilities, almost all land once used for industrial purposes is shadowed by 
higher levels of risk for developers.  For private developers to take on inactive industrial 
sites, public agencies must work with them to implement cost-effective remediation 
measures, reducing or controlling for hazardous waste.  With brownfield remediation a 
major issue in reuse feasibility, providing insurance to purchasers and users against future 
liabilities for sites that pass environmental assessment tests is one solution.  To do so, 
legislation must be passed that removes CERCLA (spell out) liability from innocent 
purchasers and lenders.  A clarification of federal and state roles in site cleanup and 
liability allocation is also key, along with increasing federal financial assistance for 
cleanup and redevelopment of sites serving stated economic development objectives.   
 
Thus, public agencies can play a crucial role in facilitating the reuse of inactive urban 
industrial sites.  From a policy standpoint, there are three main avenues of involvement:  
Environmental Remediation, Public Infrastructure and Zoning Approval.   
 
Market Opportunities 
Development opportunities in any market stem from the desire to create value.  In the 
industrial space market, building obsolescence and shifting economic trends have lead to 
the recycling of manufacturing properties across the country.  Most recently, the process 
of spatial decentralization has been exacerbated by businesses desire to rid themselves of 
real estate as an impediment to flexibility and reaction time on a national and global 
scale.  Yet, Corporate America’s shedding of significant high-value assets creates 
property redevelopment opportunities of an even greater scale.  
 
Many cities have been pursuing reuse efforts for some time with varied results.  The most 
successful projects have involved inactive industrial buildings in areas adjacent to the 
central business district.  In such instances, developers have recognized an opportunity to 
integrate new uses with the surrounding core and have created value by taking advantage 
of a growing demand for new space.  Baltimore’s Inner Harbor, for example, is among 
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the most familiar redevelopment stories in the U.S.  Baltimore’s downtown renewal 
began as early as 1959 with the development of the 33-acre Charles Center.  Today, the 
area includes 240 acres of waterfront residential, office and retail space, as well as 
numerous hotel and entertainment facilities and a state-of-the-art sports complex.   
 
This incredible revitalization was made possible through a three-way partnership between 
the City, the Greater Baltimore Committee and the Committee for Downtown.  Such 
political collaboration was essential in bringing federal urban renewal funding to the area.  
Led by David Wallace, the nationally known planner and architect, the City developed a 
30-year plan with $260 million devoted to redeveloping the harbor’s edge.  As early as 
1964, voters approved the first bond issue for redevelopment of the Inner Harbor.  This 
marked the beginning of four decades of public/private funding and allowed for projects 
such as the National Aquarium, the Rouse Company Harborplace commercial center, and 
Camden Yards, home to the Baltimore Orioles.  Mixed-use development projects such as 
Fell’s Point incorporate efforts to preserve the City’s historic character as well.  Once the 
city’s ship building center, the area now houses boutiques and eateries, pubs and clubs, 
with brick-lined streets and an old-town feel.   Such neighborhood development sits 
adjacent to four-star hotels and corporate office buildings, anchoring the waterfront area 
with a complimentary mix of residential, commercial and retail space.  
 
A project similar to Baltimore’s Inner Harbor in regards to its proximity to a city’s 
downtown is the American Tobacco District redevelopment initiative in Durham, NC.  In 
early 2002, after three years of research and planning, Capitol Broadcasting exercised its 
right to purchase the American Tobacco “campus” located in downtown Durham, North 
Carolina.  As part of the American Tobacco District, the conversion of this property 
represents just one piece in the ongoing revitalization of the city’s most prominent 
industrial complex.   With over 1 million square feet of campus space to redevelop, this 
project will one day house offices, restaurants, shops, a fitness center and possible 
residential units in a large-scale, mixed use complex.  Like Baltimore’s Inner Harbor, city 
agencies are very active in this initiative and the entire District has been slated for 
revitalization to occur in phases.  Certainly, the likelihood of success of the conversion of 
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the American Tobacco campus will be enhanced by previous successful redevelopment 
efforts, including the Durham Bulls Athletic Park, Diamond View office complex and 
nearby Brightleaf Square. 
 
The successful redevelopment of industrial areas for new industrial uses also exists.  
Examples of such include a 171-acre former General Motors assembly plant in St. Louis 
into a multi-tenant light industrial and warehouse complex.  A similar complex with port 
access was developed on a former copper-refining site in Carteret, NJ.22  Cedar Crossing, 
USX Realty Development’s redevelopment of a 1970s-era US Steel facility east of 
Houston, is representative of the “new” surplus manufacturing property.23    
 
This 15,000-acre site is located adjacent to the Houston Ship Channel and, prior to 
redevelopment, held the nation’s largest concentration of petrochemical manufacturing 
facilities. US Steel assembled the land that is now Cedar Crossing during the late 1960s 
and, at peak operation, employed 2,000 workers in a steel making facility as well as a 
plate mill and a pipe mill.  The company ceased operations in 1987 but decided to protect 
the facilities by maintaining the buildings, infrastructure and equipment in ready-to-
operate conditions.  
 
USX Realty’s success in repositioning Cedar Crossing lies in its ability to gauge the 
marketplace.  The majority of Cedar Crossing’s potential new customers are national and 
international manufacturing and distribution businesses that desire a central location on 
the Gulf of Mexico, with close proximity to Houston - the nation’s fifth-largest 
manufacturing region.24  What these customers seek are (1) locations with multiple 
transportation nodes (trucking, water and rail) and competing transportation service 
providers within each mode (2) locations offering a lower cost of doing business, which 
includes competitive labor and (3) locations protected from litigation by neighboring 
uses.  Given these space demands, some research suggests that intermodal shipping 
centers will evolve to take advantage of the current and future business climate and, in 
the process, potentially transform America’s industrial acres.   
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Intermodal shipping centers involve two or more transportation nodes – railroad, car, 
truck, airplane or ship – to move freight in containers or trailers.  The growth of the 
railroad freight industry and a decade-long surge in intermodal shipping has led railroad 
companies to expand at a rapid rate, devoting significant resources to increasing the 
speed and efficiency of container shipments.  In the late 1990s, Union Pacific spent 
nearly $1 billion on tracks, capacity, and facilities, while Norfolk Southern spent just 
over that amount on capital improvements in 1999.  Similarly, CSX spent $1.3 billion to 
grow capacity and Burlington Northern Santa Fe spent a much larger $2.5 billion towards 
the same end.   The clustering of new development, notably industrial and distribution 
facilities, near these improved intermodal transportation, nodes has caused some 
researchers to point to a recentralization trend in metropolitan areas.25   While still in the 
very early stages, examples of such a movement do exist.    
 
In September 1998, CSX Corporation, one of the nation’s largest railroad companies, 
opened a new $40 million 59th Street Terminal intermodal center at the long abandoned, 
132-acre Penn Central Railroad yard in Chicago’s South Side - an area synonymous with 
economic depression.  Located on approximately 132 acres with 7 loading/unloading 
tracks and over 2000 parking spaces, the 59th Street facility handles approximately 
300,000 lifts per year by over 70 employees.  The new intermodal terminal is expected to 
act as a link between the primary East Coast and Western railroads, adding 800 jobs to 
the surrounding neighborhoods.  The South Side more than any other region in Chicago 
could benefit from reduced rail congestion, increased jobs at terminals, intermodal yards 
and spin-off industries.  Ultimately, the goal is to spur a host of ancillary development 
with projects that could include warehouse/distribution centers, light industrial and 
manufacturing facilities, and commercial and retail uses.26   
By nature of their business, intermodal transportation centers bring increased auto, rail 
and truck traffic to the areas in which they operate.  Yet, offsetting benefits exist as well, 
including a regional economic ripple effect from new commercial activity and the 
possibility of improved public access.   Such is the case with the Port of Oakland and the 
surrounding West Oakland community.   In September 1997, the Port of Oakland 
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Commission approved a plan for redevelopment of the Port of Oakland  - an authority 
which encompasses both the seaport and the Oakland Airport.  Between the two is Port-
owned waterfront along the Oakland Estuary, containing Jack London Square and other 
commercial and cultural resources.  The “Vision 2000 Harbor Fill Alternative” plan 
includes: a joint intermodal rail terminal, serving Union Pacific, Southern Pacific and 
Burlington Northern-Santa Fe Railroads, on the 320 acres closest to the freeway; 
construction of 275 acres of marine terminal space and five new berths along the Inner 
Harbor; and, public waterfront access and marine habitat enhancement on 227 acres in 
the Middle Harbor area.27  
This redevelopment is a result of the Port of Oakland’s need to remain competitive in 
handling the growing market for container cargo, requiring deeper ship channels and 
faster ship-to-rail transfers.  Meeting the demands of this market whithout infringing on 
the residents of West Oakland, the Port's nearest neighbors, has necessitated city 
partnerships with area representitives and community groups. Since World War II, West 
Oakland has lost considerable employment as freeway development, base closings and 
regional facilities have disrupted local commercial and cultural patterns. Unemployment 
and poverty rates are high compared to Oakland averages, and especially high compared 
to regional averages.  Housing is old, often substandard and sometimes vacant; many 
residents live in public housing units.28  
However, increased access to regional transporation networks and the appeal of the area’s 
central location have led to recent housing market improvements for West Oakland 
residents.  The community’s remaining concerns about traffic and parked trucks 
attributable to Port activities have led to developer concessions such as an on-site 
location for truck parking and extra enforcement to reduce the number of parked veicles 
on West Oakland streets.   
The Alameda Corridor in Los Angeles County is an idea proposed around the same 
concept of increased ship-to-rail transfers.  This 20-mile-long rail cargo expressway links 
the ports of Long Beach and Los Angeles to the transcontinental rail yards near 
Downtown.   The Alameda Corridor employs a series of bridges, underpasses, overpasses 
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and street improvements that separate freight trains from street traffic and passenger 
trains, facilitating a more efficient transportation network.  This $2.4 billion project was 
funded through a unique blend of public and private sources.  In addition to 
accommodating rapidly increasing cargo volumes, one of the primary goals of the 
Alameda Corridor Program is to promote economic and community development near 
and along the Corridor and to provide job opportunities in this economically 
disadvantaged area.  Construction on the project began in April 1997 and the Corridor 
opened for operation five years later, having created approximately 10,500 direct 
construction jobs and 50,000 jobs overall – with the majority of these coming to the 
corridor vicinity and the larger economic region.29   The Alameda Corridor project is 
discussed in greater detail in subsequent sections in the context of industrial and mixed-
use land use classifications designated by the City of Los Angeles. 
 
Up to this point, the discussion about market opportunities for industrial recycling has 
concentrated on large-scale projects as part of a larger revitalization plan, receiving 
designated city district standing and State/Federal funding.  However, the private 
conversion of obsolete industrial buildings has often times been the catalyst for much 
more significant improvement.  In fact, researchers studying market opportunities suggest 
that housing appears to be one of the most feasible opportunities for obsolete buildings.30   
Black (1994) maintains that, “in spite of the significant opportunities for industrial, 
service, or office reuse, in many situations the only logical and market supportable reuse 
for former industrial sites may be housing.”  He justifies this statement by noting that, 
over the long term, nonresidential demand is unlikely to absorb all the existing supply of 
industrial sites.   
 
And this is good news for many cities that see the residential product type as a means for 
increased economic activity.  New residents bring demand for retail, entertainment and a 
variety of support services, such as dry cleaning, local grocers and tailors.  In addition, 
they bring constant movement to urban downtowns that might traditionally experience 
only a 9:00-5:00 flow of traffic.  And, although suburban living still represents the 
“lifestyle of choice” for many middle-class families, interest in urban living is again on 
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the rise – especially among young professionals and empty nesters.  The skyrocketing 
price of condominium and townhome units in downtown areas from San Diego to West 
Palm Beach – until recently, cities not traditionally associated with a strong downtown – 
lends market credence to this argument.  It appears that practitioners and academics 
around the country are also in agreement. 
 
At the 1998 Association of Collegiate Schools of Planning (ACSP) conference in 
Pasadena, CA, the Fannie Mae Foundation organized a panel discussion on the impact of 
downtown housing as a revitalization strategy.  Panelists noted that current social and 
market forces, including recent demographic trends, favor a rise in downtown living.  
Empty nesters and young professionals share a number of characteristics that make them 
a good match for downtown living.  “First, they are not concerned with school quality, 
something that often deters families from living in central cities.  Second, they often seek 
low-maintenance housing that does not require extensive yard work and home repairs. 
Third, both groups tend to have the time, money, and inclination to partake in urban 
amenities, such as acclaimed restaurants, museums and other cultural activities.” 31 
 
And, Census data shows that this demographic group is growing.  The population of 
people who are delaying marriage and children is on the rise.  According to the U.S. 
Census Bureau, approximately 67 percent of American households are currently childless 
(with no children under 18).   The 2010 projections show this figure increasing to 72 
percent.32  
 
Yet, despite this perceived market appeal, initiating the transformation of an obsolete 
industrial space is not always attractive from a developer’s perspective.  In addition to 
imperfect market information, financing such deals presents a challenge as both lenders 
and equity investors expect higher returns given the inherent risk.  That said, being the 
first developer on the block also offers an opportunity to take advantage of the lowest 
purchase prices and to produce affordable housing alternatives.  Often times such projects 
open the door for even more intense redevelopment in the area.   
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One only have to look at the history of areas such as SOHO and TriBeCa in New York 
City and, most recently, at San Francisco’s SOMA (South of Market Area) District to 
appreciate the potential for transformation.  In the early 1960s, artists in search of large 
cheap space began to move into the cast-iron buildings south of Houston Street in New 
York City.  In essence, virtual squatters initiated the movement to convert obsolete 
industrial buildings into inhabitable spaces.  The colonization of neighborhoods by 
residents that desired to live and work in the same physical space, with all the amenities 
of an urban environment, has been coined the SOHO phenomenon.   
 
The artists were soon followed by developers and then, according to the Live-Work 
Institute, “followed by galleries, yuppies and Starbucks.”  What was once an affordable 
strategy for artists and others in derelict commercial buildings is fairly mainstream today. 
Lofted spaces are so popular that, in many markets, they are now being built from the 
ground up.  Prior to 1987, all development of this type occurred in renovated buildings, 
mostly warehouses, factories, etc.  Today, given increased market demand for this 
product type, newly constructed residential space is coming online in typically industrial 
or outmoded commercial areas.  Of course, as live/work has become an accepted real 
estate product in the form of lifestyle lofts, home office, etc., prices for such units have 
gone up often considerably and likelihood of finding affordable units has decreased.33   
 
San Francisco’s South of Market Area (SOMA) shares a similar story.  While this area 
has had many identities over the past 150 years, it has been known predominantly as an 
industrial and commercial district with a large number of working class residents.  Even 
as the area became increasingly popular among the gay community in the 1970s and 
home to a large music and club scene in the 1980s, SOMA remained a center for light 
industry, auto repair ships, and warehouses. 34  Not only did these elements co-exist, often 
times new residents saw these surroundings as an added amenity to converted industrial 
space.  The SOHO phenomenon took such strong root in San Francisco that many 
live/work spaces were granted zoning exemptions in 1988.   In large part, this regulatory 
change resulted from public reaction to appreciating rental prices.  Political rationale was 
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that it seemed logical for artists to take over empty buildings and cheaply obtain the 
space they needed.35   
 
Developers began to sense the potential for profit in the construction of new live/work 
units allowed by the zoning exemptions and by the early 1990s such lofts started to 
spring up on every piece of vacant land.  These exemptions include relaxation of the 
usual residential requirements about parking, height and open space.  The regulatory 
environment, and its impact on the supply and demand of residential real estate products, 
will be explored further as the paper shifts its focus to the Los Angeles region.   
 
The preceding review of industrial recycling literature provides a foundation for the 
following discussion about the Los Angeles metropolitan area.  As the next section 
illustrates, numerous social and economic conditions make Los Angeles ripe for a 
restructuring of industrial space.   The shortage of viable housing options, the desire to 
create a more active downtown area, the disparate space demands of LA’s growing 
industries, and the need to provide increased job opportunities are all drivers for 
industrial redevelopment in the region.  And, given the spatial restrictions on increased 
development in the region – namely, the Pacific to the west and the San Gabriel mountain 
range to the east – Los Angeles presents an interesting case study for industrial 
redevelopment.   Left with few expansion options, the City and greater LA area must 
look to higher-intensity development within the urban core.  Yet, development incentives 
and easement of the regulatory process are often necessary for developers’ to take 
advantage of the market opportunities discussed in this section.  
 
Section three presents the case for industrial redevelopment in Los Angeles.  It is 
followed by an account of recent policies and initiatives proposed by the local 
government to stimulate economic development and meet the demands of a growing 
population.  Reuse of industrial buildings and rezoning of vacant or underutilized 
industrial land are key components to achieving this end. 
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Section III.  Recycling Industrial Space: The Case of Los Angeles 
 
Over the last decade, several distinct economic trends have been developing in southern 
California.  These emerging industries have quite disparate demands for space, placing 
land use and reuse issues to the forefront of government and business minds.  In this 
“new” economy, the recognized growth leaders in the Los Angeles area include 
international trade and motion picture/TV production.36   
 
In 2001, the value of two-way trade in the Los Angeles Customs District (encompassing 
the ports of Long Beach and Los Angeles, Port Hueneme, and Los Angeles International 
Airport) totaled $212.5 billion, second only in value to $214.1 billion New York.37  The 
area’s ability to handle this volume of international trade has been sustained by massive 
expansions at the adjacent ports of Long Beach and Los Angeles – ranked first and 
second respectively in number of containers handled in the U.S.  Ground transfer of 
goods to and from the nation’s largest port complex is aided by the $2.4 billion Alameda 
Corridor project, a 20-mile, high-speed, high-capacity, fully grade-separated corridor for 
both rail and truck traffic completed in April 2002.  The corridor links the ports with the 
major railyards to the east of downtown LA, a huge boon to the material trade business.   
In addition to stimulating economic activity in the region, this project has led local 
leaders to look at recycling the old industrial properties along the corridor’s route.  
Despite environmental remediation issues and fractured property ownership, land close to 
the ports is in strong demand.38 
 
While motion picture/TV production has always been among California’s leading 
industries, new technology, an increased number of delivery channels, and the rise of the 
international box office has positioned this business on the fast growth track.  The 
planned DreamWorks SKG campus facility at Playa Vista, a master-planned community 
developed in Los Angeles County, exemplifies this new focus.  State-of-the-art technical 
capabilities promise to make this facility a magnet for other entertainment/technology 
activities.39  With almost all major studios looking to expand in the region, a shortage of 
office space in Burbank and Glendale has been driving some speculative projects.  In an 
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effort to fill this demand, aircraft hangers and production bays have been put to 
innovative new uses. 
 
Similarly, some of the area’s basic industries, such as apparel manufacturing and jewelry 
and toy wholesaling, began to reuse older office and industrial space in the mid- to late-
1990s expansion boom.   Zoning challenges, however, in addition to environmental 
problems and the lack of large tracks of contiguous space have been forcing firms out of 
Los Angeles County and to the Riverside/San Bernardino area.  Given the number of 
relocations outside of LA, and the functional obsolescence of much of the smaller 
available space, brokers recommend cutting the industrial vacancy rate in half.40  Yet, 
with real demand for good-quality space in parts of the County, and flat new industrial 
construction activity, the potential for both new projects and for recycling does exist. 
 
The Los Angeles area’s changing economy and shifting demand for real estate leaves the 
region with imminent land structure use and reuse decisions.   In addition to industrial 
space issues, meeting rapidly growing housing needs and the call for affordability 
represent the most pressing challenges facing many state and local agencies.   The greater 
Los Angeles region is projected to grow by about 5 million people from 1997 to 2020.41  
To house this projected growth, the State of California estimates that the building 
industry will have to construct an average of 220,000 additional housing units every year.  
However, since 1990, annual production has been averaging just 100,000 units per year.42 
 
Failure to meet the State’s housing needs has been, in large part, due to the unavailability 
of reasonably priced and developable land.  Yet, in spite of this housing crisis, the 
politicized, land use entitlement process remains a significant obstacle for many 
developers.43  In many cases, environmental resource and public service delivery create 
feasibility concerns in urban areas.  In an effort to stimulate housing production and ease 
the approval process, the State has relaxed certain standards, such as the California 
Environmental Quality Act (CEQA).  This includes regulatory exemptions for urban 
housing, affordable housing, “granny” units and in-fill housing on a limited applicability.   
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Land use reform is a hot political issue and some local jurisdictions are proving more 
flexible than the State.  The housing shortage and affordability crisis in Los Angeles for 
example has led to many city-led initiatives.  In November 1999, the Los Angeles City 
Council assembled a group of business and community representatives and staff of City 
agencies to specifically address these issues.  This Housing Crisis Task made four main 
findings that launched many of the City’s subsequent land use initiatives: 44 
• Businesses dependent on low wage service workers have been instrumental in Los 
Angeles’ mid-nineties economic recovery.  Yet, many of these workers pay over 
half their income for rent – To afford a two-bedroom apartment renting at $766 
per month, a worker would have to earn $14.90 per hour.  Given California’s 
minimum wage of $5.75 an hour, that would mean working more than 100 hours 
a week to pay the rent.  Even with the city of Los Angeles’ living wage of $8.76 
per hour without health benefits, the family earns on $18,222 per year and can pay 
only $455 per month for rent.  
• Much of the new housing construction in the “pipeline”, along with new 
commercial and school construction, includes the demolition in LA of thousands 
of units of the City’s older housing stock.  As many as 10,000 housing units with 
federal, state or local subsidies could convert to market rate rents, exacerbating 
the affordable housing shortage. 
• Los Angeles is nearly 100 percent built out and suitable parcels of land for new 
housing are so scare that construction on undeveloped land has almost ceased 
entirely.  Between July 1998 and June 1999, only 1,940 net new housing units 
were built in the City of Los Angeles while population increased by 65,000 
people.  In comparison to the 66 percent of households nationwide own their own 
homes, only 39 percent of Los Angeles residents can say the same. And, many 
middle income workers must commute much longer than the average distance to 
afford single family homes. In only one of the 25 defined communities could 
families earning the median income of $51,300 afford the median priced home. 
Easing land use restrictions would provide more opportunities for affordable 
home ownership and reduce some of the City’s infamous traffic congestion.  
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• Accurate information on the City’s zoning regulations and rental market is not 
easily accessible for developers or private households.  Improving this 
information system via phone and Internet use is critical for both residents and 
businesses.  
Based on these findings, the Task Force made several recommendations centered on 
providing better local funding and rethinking traditional land use patterns.  
 
 The shortage of government subsidy has severely limited developers’ ability to provide 
truly affordable housing alternatives.  In 1999, the City of LA invested $23 million from 
two federal programs, HOME and Community Development Block Grant, to produce 
900 to 1,000 units of affordable housing.45  However, the Southern California 
Association of Governments’ Regional Housing Needs Assessment maintains that LA 
needs to produce almost 8,000 new housing units each year to keep up with population 
growth, 3,800 of which should be affordable to low income households.  The Housing 
Crisis Task Force Funding Subcommittee estimates that it takes $35,000 of City subsidy 
to make one unit permanently affordable to low-income families.  This translates into a 
$132 million annual investment by the City of Los Angeles.  To best meet this subsidy 
gap, the subcommittee has proposed the creation of a housing trust fund with dedicated 
revenue streams to affordable housing.  Revenue generating ability would include: 1) 
Adoption of an in-lieu fee as part of the inclusionary zoning ordinance, giving developers 
the option to pay a specified amount per square foot rather than designate a percentage of 
all new housing construction as affordable units; 2) Adoption of a linkage fee for 
commercial development.  Impact or mitigation fees have been imposed on commercial 
development to help subsidize affordable housing units in ten cities around the country 
with housing crisis’ similar to LA’s, such as San Francisco, Boston, San Diego, Palo Alto 
and Menlo Park.  
 
While increased funding opportunities for affordable housing would alleviate some of the 
financial constraints on new construction, the shortage of suitable land for development is 
a critical factor as well.  Los Angeles has a total land area of 300,005 acres (469 square 
miles) of which 42 percent or 124,822 acres are devoted to residential uses. With 104,884 
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acres in single family use, only 19,938 acres are used for multi-family buildings 
including condominiums.  Thus, the approximately 2.3 million residents who live in 
multifamily dwellings are squeezed into only 15 percent of the residential land.46  This 
finding, and other similar statistics, led the Housing Crisis Task Force to conclude that 
the City will have to ease land use restrictions, permitting more multifamily uses in 
mixed residential areas and on underutilized or obsolete commercial and industrial 
properties, if it is going to accommodate LA’s growing population..  Permitting 
additional housing in the form of accessory units (which occurs now illegally in many 
places) and new construction on smaller lots would also help to accommodate population 
growth. 
 
To stimulate such development, the Task Force’s Land Use and Planning Subcommittee 
has made recommendations targeted at modifying the City’s zoning codes, including: 
• Inclusion of a 50 percent density bonus for 100 percent affordable housing 
developments. 
• Reduction in minimum lot size in selected areas to encourage the production of 
affordable housing, as well as the creation of intermediate residential zoning 
designations with lower per lot and per dwelling minimum areas. 
• Facilitation of mixed-use projects by revising and reconciling city planning, 
zoning, and building and safety requirements for residential and commercial 
projects, including fire safety, occupancy, health and parking. 
• Reduction in parking requirements for housing developments near public 
transportation. 
• Allowance of housing development on obsolete industrial land, and better 
notification about environmental assessment and brownfield recovery funds to 
aide developers in industrial land conversion. 
• “Grandfather in” existing land use entitlements for affordable housing 
construction, including current parking, lot coverage and other regulations that 
make new construction more expensive or infeasible. 
In addition, the subcommittee encourages improving public access to planning, zoning 
and building safety information, which would including putting the City’s inventory of 
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9,200 City-owned sites on line and identifying and disseminating data about vacant and 
underutilized land parcel by parcel.   In an environment of relaxed building regulations 
and more efficient information, all developers in the community have a role to play.  
Large scale developers would be instrumental in restructuring parts of downtown and 
other aging commercial centers through adaptive reuse of old office buildings and loft-
conversions in vacant factories and mid-rise new construction, while smaller developers 
would provide the essential infill construction necessary to redevelop underutilized areas.  
The conclusions and recommendations reached by the Housing Crisis Task Force have 
opened the door for a real dialogue on community-enhancing development.  And, as a 
result, several new pieces of legislation have been launched in the past few years which 
give developers the freedom they need to address the existent housing and affordability 
shortage in the City of Los Angeles. 
 
Section four presents this legislation in detail.  The section begins with Phase I of the Los 
Angeles Industrial Development Policy Initiative, a project commissioned to assess the 
City’s existing industrial property and emerging space demands.  Taking inventory of 
industrial zoned parcels and activity on those parcels precedes an informed discussion 
about the highest and best use of industrial real estate.  Thus, these findings provide a 
basis for subsequent analysis of Los Angeles’ policy documents, including the Adaptive 
Reuse Ordinances and the Citywide General Plan Framework.   The section concludes 
with discussion of the Alameda Corridor project, including its potential for stimulating 
industrial recycling and yet unrealized development opportunities.  
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Section IV.  Los Angeles Policy Documents 
 
Mayor Hahn’s Industrial Development Policy Initiative 
Given the shortage of raw land available for development in the Los Angeles region, 
local leaders are taking a serious look at recycling outmoded and underutilized industrial 
space scattered throughout the city.  In mid-2003 Mayor Jim Hahn directed a group of 
LA commercial real estate experts to create a comprehensive redevelopment plan focused 
on finding the best use practices for the city’s industrial zoned land.  The ultimate goal of 
this Industrial Development Policy Initiative (IDPI)  – a process to be completed in early 
to mid-2004 – is to enact a set of policies making it more feasible for the private sector to 
redevelop industrial property.   
 
Phase 1 of the IDPI study focuses on the importance of getting a sense of the activity in 
LA’s industrial zones, which reportedly represent 11 percent of the city’s total land or 43 
square miles.47   The IDPI Management Team, including Roberto Barragan, President of 
the Valley Economic Development Center, Raphael Bostic, Director of the Ziman Center 
for Real Estate at UCLA, Jack Kyser, chief economist at the Los Angeles Economic 
Development Corp., and other noteworthy professionals, gathered on May 29, 2003 and 
met with every city department to orient themselves with the topic.  Planning, building 
and safety, finance, environmental affairs, public works, water and power, sanitation, 
street services and transportation all delivered presentations on the subject of industrial 
activity.   
 
Initial reports indicated considerable discrepancies between the actual use of the city’s 
zoned industrial land and the generally accepted vacancy rates for industrial property in 
Los Angeles (which CoStar reported to be 3.91 percent as of first quarter 2003).48   While 
manufacturing-related industrial employment represents one of the city’s largest 
occupation sectors, at 17 percent of the total employment, only 12.9% of the city’s total 
tax revenue is attributed to industrial activity (6.2% of total property taxes; 21.0% of total 
utility user taxes; 14.7% of total business taxes; and 12.4% of total sales tax revenues).49    
And while the Los Angeles’ Department of Water and Power reported that industrial 
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users comprise almost 25 percent of billing records, a large number of these accounts are 
inactive.  The most significant statistic revealed in this preliminary data gathering phase 
indicates that only 20 to 30 percent of the city’s industrial land is actually being used for 
industrial purposes.50  A handful of high-profile industrial conversions contribute to part 
of this difference.  These include the Southern California Institute of Architecture’s move 
to a quarter-mile long former railroad freight building in downtown Los Angeles and 
prominent architect Frank Gehry’s move from his Santa Monica offices to the former 
BMW industrial plant north of LAX airport.  
 
However, an important conclusion drawn from Phase I of the IDPI was that these types of 
new uses for redeveloped industrial property are not necessarily aligned with space 
demands, namely the desperate need for additional housing.  Most of the industrial 
conversions at the time of the committee’s first meeting involved retail and commercial 
uses, with even these redevelopments occurring few and far between.  Thus, balancing 
the reuse of industrial land with market demand quickly became a guiding tenant of the 
Industrial Policy Development Initiative.  In addition, balancing the demand for different 
types of industrial space was identified as an important objective.51  This is because the 
strength and impact of international trade on the Los Angeles regional economy 
necessitates a certain amount of logistics space.  And, as Jack Kyser noted, while trade 
represents a huge economic driver for the region, warehouse space carries a much lower 
employment per acre than a manufacturing facility.52 
 
Basic economic theory suggests that real estate land prices are determined by the 
interrelation of demand, supply, vacancy rates and rental rates.  However, at least in 
recent years, Los Angeles’ industrial development has displayed some paradoxical 
behavior as compared to other metropolitan areas.  For instance, Los Angeles’ decline in 
manufacturing related employment over the last several decades – a condition mirrored in 
the national economy – would imply a reduction in demand for industrial space.  And, in 
fact, the IDPI’s key findings reported a 2.3% decline in manufacturing industry 
employment for Los Angeles County from 1997 to 2000 and a 1.7% reduction in the total 
number of establishments.   Apparel, transportation equipment, computer and electronics, 
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fabricated metal products and machinery are among the biggest employment losers, while 
food production and miscellaneous production (jewelry, toy and medical) compensated 
for much of this deficit (growing by 8.2% and 13% respectively).53   
 
The paradox here is that industrial vacancy rates for Los Angeles County have been 
going down and are low, in the 2-4% range, in comparison to most major cities.  And, 
while low and lowering vacancy rates usually trigger increasing rental rates, industrial 
rental rates in LA County have been low and flat for almost a decade.  Given these low 
rental rates, perspective buyers should expect correspondingly low land prices.  However, 
industrial land prices in the region are actually about $26 per sq. ft., often too high to 
make new development financially feasible. 54 
 
The IDPI management team found that this contrary behavior is a product of the unique 
microeconomics driving industrial development in Los Angeles.  First, the region’s loss 
of traditional manufacturing space demand has been replaced by low-employment space 
users.  This includes warehouse/distribution and cold storage facilities needed to support 
the region’s international trade industry as well as sound stage and production facilities 
utilized by the area’s large and growing entertainment industry.  Secondly, due to the 
large and growing number of undocumented employees in Los Angeles County, the loss 
of manufacturing jobs may in fact not be as great as statistics suggest.  For example, it is 
likely that the garment and furniture industries employ a high number of unreported 
workers to fill low-wage, low-skill, low overhead, low-rent manufacturing positions.  As 
a result, demand for industrial space would remain steady if not high, exerting downward 
pressure on vacancies while keeping rents low.55  
 
Thirdly, the age of much of the industrial building inventory in Los Angeles carries a low 
cost base, contributing to artificially low rental rates and smaller vacancies than observed 
elsewhere.  Similarly, many of these properties exist in areas referred to as industrial 
slums which suppresses rents and makes these buildings unappealing to anyone but low-
employment, low-margin industries.  At the same time, the growing trend of industrial 
property conversion to non-industrial uses has raised the potential value of industrial 
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properties.  This results in the IDPI’s fifth and final conclusion – given the promise of 
new development, industrial property owners have been holding properties off the 
market, thereby limiting supply and ultimately asking higher prices that reflect 
conversion potential.   
 
Having resolved the apparent paradox of industrial development in Los Angeles, the IDPI 
management team is now faced with the challenge of determining what to do about it.  
Essentially, the shortage of industrial land available or desired by high-employment, 
high-margin companies has caused industrial firms to seek locations elsewhere – often 
times just north of Los Angeles County to San Bernardino – resulting in a loss of tax base 
and jobs.  Furthermore, underutilized industrial land and the presence of “industrial 
slums” contributes to the presence of blighting conditions which threatens the vitality of 
the entire City.  The next phase of the Mayor’s Industrial Development Policy Initiative 
is tasked with producing actual policy recommendations that speak to:   
1. Optimizing the utilization of the city’s industrially-zoned land. 
2. Addressing non-land issues critical to maintaining a strong 
industrial/manufacturing sector such as sufficient public infrastructure, trained 
workforce and capital assistance. 
3. Managing the tension between demand for warehousing/distribution space vs. 
higher employment generating manufacturing space. 
4. Managing the tension between demand for increased housing opportunities 
and the need to maintain an adequate industrial land base. 
5. Encouraging industrial firms to remain in, expand in, and/or locate to Los 
Angeles.  
 
The recommendations proposed later in this paper encompass government actions for 
incorporation in Phase 2 of Mayor Hahn’s initiative.  To date, Los Angeles’ policies on 
industrial redevelopment have focused on the region’s housing shortage, producing the 
Adaptive Reuse Ordinance and supporting amendments discussed below.  By easing 
developer restrictions on the conversion of industrial properties to residential uses, this 
piece of legislation has succeeded in stimulating housing construction and revitalizing 
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downtown areas with increased resident presence.   It represents the first step in industrial 
recycling efforts. 
 
Residential Conversion: Los Angeles’ Adaptive Reuse Ordinance 
The City of Los Angeles’ Adaptive Reuse Ordinance (ARO), effective as of June 3, 
1999, has had the most visible impact on industrial recycling efforts to date.  Initially, the 
ordinance was established to “revitalize the Greater Downtown Los Angeles Area and 
implement the General Plan by facilitating the conversion of older economically 
distressed, or historically significant buildings to apartments, live/work units or visitor-
serving facilities.”56  At present, 1,183 residential units and hotel rooms have been 
created under the ordinance.  Another 1,819 units are under construction, 430 are 
permitted and awaiting financing, 1,205 are under plan check and 1,803 are under 
consideration, according to Hamid Behdad, director of adaptive reuse for the City of Los 
Angeles.57  Given its success at encouraging conversion of underutilized commercial 
buildings to housing in the downtown area, City leaders have since expanded the 
incentives to other areas, including Chinatown, Lincoln Heights, the Hollywood and 
Koreatown CRA project areas, and Central Avenue between the Santa Monica Freeway 
and Vernon Avenue. 
City Council granted approval of the ARO expansion on August 6, 2002.  However, 
some controversy does exist surrounding the original and subsequent ordinances as they 
pertain to the issue of residential to residential conversion.  While the Adaptive Reuse 
Ordinance was intended to add to the City’s housing stock by converting underutilized, 
non-residential properties to housing, a drafting error in the ordinance leaves the wording 
open in regards to converting residential-slum hotel to loft housing.  Concern here is over 
maintaining the number of units affordable to very low-income people.  Those opposing 
residential-to-residential conversions agree that while rehabilitation of slum-like 
conditions is needed, it is possible to both upgrade and preserve this low-income housing 
rather than convert to market-rate or even moderately affordable housing.  Such 
advocates support the passage of the state housing bond, the creation of the $100 million 
housing trust fund discussed in the Housing Crisis Task Force and additional project-
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based Section 8 vouchers rather than extending adaptive reuse incentives to private and 
for-profit developers. 58   
The incentives outlined in LA’s Adaptive Reuse Ordinance are as follows: 
1. Expedited review.  Specifically, exemption from mini-shopping and commercial 
corner development regulations and site plan review. 
2. Exemption from more restrictive or burdensome updates in planning codes 
relative to Floor Area Ratios, height, yards, residential density, parking and 
loading spaces. 
3. Exclusion of new mezzanines from Floor Area Ratio calculations. 
Buildings deemed eligible under the ARO include (1) any historically significant 
building; (2) any building constructed in accordance with building and zoning codes in 
effect prior to July 1, 1974; (3) any building constructed in accordance with building 
codes in effect on or after July 1, 1974 if (i) five years have elapsed since the issuance of 
final Certificates of Occupancy; and (ii) the Zoning Administrator finds that the building 
is no longer economically viable as an exclusively commercial or industrial building.59 
At the time of the ARO expansion, the City Planning Commission also approved a 
recommended future work program that extends the Zoning Administrator review and 
approval process to adaptive reuse projects citywide.  Adaptive reuse projects proposed 
for buildings constructed prior to July 1, 1974 are eligible for the ARO incentives “by-
right” if located in the commercial zones or the R5 high-density residential zone.  Such 
projects do not need discretionary approval from the Zoning Administrator to receive all 
incentives.  However, discretionary projects – including buildings constructed on or after 
July 1, 1974, buildings in the manufacturing zones, unified adaptive reuse projects 
consisting of two or more buildings in any zone, or any building outside of the designated 
adaptive reuse areas – require approval by the City decision-maker.  Furthermore, in no 
case do the incentives apply to or benefit the construction of new buildings or the 
addition of new floor area to existing buildings.  The only exception to this rule is that the 
Zoning Administrator may sign-off on the addition of new mezzanines no larger than 
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one-third the size of the space below to dwelling units, guest rooms or joint live/work 
quarters.60  
While there appears to be no shortage of adaptive reuse proposals and pipeline activity, 
one might be cautious about the extent of the Zoning Administrator’s power of approval.  
Certainly, establishing relationships with such decision-makers is recommended for any 
developer aspiring to work under these ordinances.  Several examples of successful 
adaptive reuse projects that follow below provide support for the ARO and its net 
positive impact on the City. 
Much of the focus of the downtown residential resurgence has been on bringing new 
vitality to the streets and creating a so-called “24-hour city”.  MJW Investments is 
currently building a three-phase mixed-use development that assembles nine-buildings in 
the Fashion District under adaptive reuse policies.  The Santee Court development will 
use 110,000 square feet of ground-floor retail to create a communal plaza with 
restaurants, a dry cleaner, a specialty market, a drugstore and food court.61  The concept 
is to create a sense of community at Santee Court that ties into the surrounding downtown 
environment with accessible restaurants, a 23,00 square foot pocket park, and a lively 
roof-top scene.  Construction on Santee’s 165-unit first phase is expected to be complete 
in Spring 2004 and pre-leasing interest has been promising. 
LinearCity is also currently developing a project in downtown – Toy Factor Lofts is a 
condominium project with 119 live-work lofts which range from 780 square feet to more 
than 2,000 square feet and are priced from mid-$200,000 to over $600,000.  Paul 
Solomon, managing partner with LinearCity, believes that high demand for affordable 
homeownership opportunities in Los Angeles and a growing number of lifestyle driven 
customers, in addition to project specific amenities, have contributed to the market 
success of this project.62  The Pegasus project is yet another example of a well-received 
downtown residential project, featuring a rooftop recreation area, business center, garden 
walkway and pool deck and gymnasium.  This building sits just south of the Standard 
Hotel, an adaptive reuse project in itself that has added much needed higher-end hotel 
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space in the downtown area.  As of June 2003, Kennedy Wilson Properties, co-developer 
of the Pegasus project, reported the project 75 percent occupied and filling up quickly.63  
Flower Street Lofts, located across the street from the Staples Center and next to the new 
Palm restaurant, is a 91-unit project taking shape in the historic UPS building constructed 
in 1936.  These loft-style homes illustrate how mainstream and upscale loft living has 
become among the urban chic. Selecting from 19 different floor plans, Flower Street 
Lofts range in size from 1,315 square feet to 2,570 square feet and feature high ceilings 
up to 20 feet, natural lighting, and expansive windows.  These units also include 
gourment kitchens, privacy zones for guest quarters and state-of-the-art wiring for the 
latest technologies.64  With the citywide apative-reuse ordinance, projects are finding 
their way outside of downtown as well.  Upside Investments has plans to covert the 
former J. Paul Getty office building into 260 luxury units called the Wilshire at 
Western.65 
 
While such projects certainly increase the total housing stock and have come a long way 
in bringing around-the-clock life to downtown Los Angeles, they have done little to add 
to the number of affordable housing units.  As previously discussed, the Housing Crisis 
Task Force presented a number of proposals for zoning changes and streamlining 
building permits in an effort to alleviate the housing shortage and increase affordable 
housing opportunities for Los Angeles residents.  On November 19, 2002 the City 
adopted four additional planning ordinances aimed at further increasing housing 
construction while encouraging affordable housing developers to enter the market.66 
 
In addition to the suggested change enabling citywide discretionary review of adaptive 
reuse projects, LA’s City Planning Department recommended amending the ARO to 
include a new Residential/Accessory Services zone (CPC 2002-1124-CA).  This 
ordinance allows for the adaptive reuse of non-residential buildings that would be good 
candidates for conversion to residential or live/work uses by applying an RAS3 or RAS4 
zoning to the property.  Once approved by the City Planning Commission, RAS3 and 
RAS4 zones encourage mixed-use development – apartment construction and 
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neighborhood serving commercial – in an effort to revitalize some of the failing 
commercial boulevards in the City.   
 
A second ordinance (CPC 2002-1126-CA) modifies the way density is calculated.  Rather 
than apply the number of habitable room, density is now determined by dwelling 
unit/acre for R3, R4, and R5 zones, thereby removing the bias against building 
apartments with more than two bedrooms.   
 
The last two of the ordinances most recently adopted by the City are intended to reduce 
the obstacles faced by affordable housing developers.  The first (CPC 2002-01410CA) 
increases by-right density bonuses for affordable housing to 35% when the developments 
are well served by public transportation or located near employment centers.  The other 
(CPC 2002-01610CA) offers affordable housing developers the choice of using either a 
public benefit process or a Conditional Use Permit when seeking a density bonus over 
25%.  This degree of flexibility is aimed at expediting the review and approval process 
for new affordable housing units.  
 
In addition to density bonuses, further infill development incentives would encourage 
affordable housing projects and the construction of new housing on isolated parcels of 
vacant or underutilized industrial land.   The Adaptive Reuse Ordinance has proved 
successful at converting obsolete industrial property to residential units. Yet, by focusing 
solely on converted space, this policy fails to recognize the potential for new housing 
development.  And, industrial conversion alone cannot compensate for the ongoing 
housing deficit in the entire Southern California region.  Furthermore, in many instances, 
new construction can represent a greater cost-savings than rehabilitating an existing 
property for new uses.  Such cost-savings are passed on to homebuyers in below-market 
rate units.  
 
The strategy behind infill development is to take vacant or underutilized sites within a 
city’s developed boundaries, to create new housing, often affordably priced, within 
walking distance of existing services such as retail, mass transit and recreation.  
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Numerous reasons exist for local governments to support such development.  Through 
the reuse of blighted properties, infill development is a catalyst for revitalization, 
encouraging pride and reinvestment in the surrounding community.  Additionally, 
bringing increased residential development to urban core has the potential to boost jobs, 
purchasing power and public amenities as well as generate tax dollars for local 
governments.  This is based on the presumption that residential development stimulates 
demand for commercial goods and services.  And, given infill housing’s proximity to 
existing transit routes and services, such development minimizes families’ reliance on the 
automobile – reducing traffic congestion, pollution, and the expense of an additional car.  
 
So great are the net potential benefits, that many local governments have begun to offer 
incentives to infill developers.   The City of Phoenix, for instance, provides incentives on 
a “first-come, first-serve basis” to developers that qualify for the Infill Housing Program.  
These include waiving up to $1,000 of fees associated with building plan review and 
building permits, as well as development occupation fees of $600 per unit for water and 
sewer provision.67  While such expenses may seem nominal to traditional residential 
developers, the smaller scope of infill development usually makes it an extremely tight 
margin deal structure.  Thus, any reduction in government related fees translates directly 
to the developers’ bottom line, increasing the financial feasibility of infill projects. 
 
In addition to these incentives, San Marcos, Texas, grants the City Council the authority 
to reduce, eliminate, or reimburse fees associated with capital recovery.68  These so called 
“impact fees” are charged by local jurisdictions to fund, at least partially, off-site public 
facilities and services made necessary by new development, such as infrastructure 
improvements and school expansions.  Communities often establish uniform impact fees 
that are based on the average cost of providing service to new development within the 
jurisdiction.  However, this fee system fails to recognize that it typically costs more to 
serve more distant locations.69  Infill development projects often incur only a relatively 
small cost to local government when extending existing municipal services to a more 
dense population.  
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Additional tools used to encourage infill development include the fast tracking of 
applications for infill projects, reduced lot size and parking requirements, and/or tax 
exemptions for infill housing.  For instance, Tacoma, Washington has established a ten-
year property tax emption program to stimulate multifamily housing in its mixed-use 
centers.70  Because this exemption applies to building improvements and not to land, it 
begins when the units are complete, thereby reducing holding costs and ongoing 
operational expense rather than project construction costs.  One potential issue here is 
that, if applied on a wide-basis, jurisdictions might require some other revenue source to 
compensate for lost tax revenue.71   
 
The issue of financing is especially relevant to Los Angeles, a County comprised of 
nearly 90 separate jurisdictions.  In fact, many of the specific planning codes and 
regulations that dictate site design and fee payment fall under the autonomy of local 
authorities.  Therefore, to really advocate an infill development incentive program in Los 
Angeles, it must be conducted in a manner that reinforces land use patterns and policy 
directions promoted by citywide legislation.   Turning now to Los Angeles’ Citywide 
General Plan Framework, we will see that such an overreaching policy document already 
exists. 
 
Citywide General Plan Framework 
As a strategy for long-term growth, the General Plan Framework element defines 
citywide policies to be implemented through subsequent amendments of the City’s 
community plans, zoning ordinances and other pertinent programs.  Originally approved 
by the City Planning Commission and adopted by the City Council in December 1996, 
the Framework element was re-adopted on August 8, 2001.   Many of the objectives set 
forth in the Citywide General Plan Framework are supported by the Adaptive Reuse 
Ordinance (ARO) and related ordinances discussed previously.  
 
California State law requires that each city prepare and adopt a comprehensive, long-term 
general plan for its future development.  This Element must contain seven policies that 
address land use, circulation, housing, conservation, open space, noise and safety.  In 
 38
addition, optional elements are permitted to be included at local government’ss discretion 
thereby granting some flexibility in addressing the specific needs and unique character of 
individual jurisdictions.  As a result, the City of Los Angeles’ General Plan has adopted 
Air Quality and Service Systems Elements not mandated by the State. 72   However, the 
two principal framework element policies most pertinent to this discussion are Land Use 
and Economic Development objectives. 
The primary objectives of the policies in the Framework Element’s Land Use chapter 
support the viability of the City’s residential neighborhoods and commercial districts.  
When significant population growth does occur in Los Angeles, as projected over the 
next 20 years, the Framework Element encourages sustainable growth in a number of 
higher-intensity commercial and mixed-use districts, centers and boulevards and 
industrial districts, especially those in proximity to transportation corridors and transit 
stations.73  In addition to the residential and industrial designation used in the past, this 
document also recommends new categories for selected areas of the City that, in general, 
have previously been designated for commercial uses.   
These categories include:74 
• Neighborhood District:  Pedestrian-oriented retail focal points for 
surrounding residential neighborhoods of approx. 15,000 to 20,000 
persons, containing a diversity of local-serving uses. Generally, these 
districts are at a floor area ratio of 1.5:1 or less and are characterized by 
buildings of one- and two-stories in height.  
• Community Centers: Defined as the "downtowns" that serve Los Angeles' 
communities of approx. 25,000 to 100,000 persons, they contain a 
diversity of uses such as small retail and offices, entertainment, public 
facilities, and neighborhood oriented uses. In many areas, an emphasis is 
placed on the development of projects that integrate housing with the 
commercial uses. The Centers may contain one or more transportation 
hubs. Generally, Community Centers range from floor area ratios of 1.5:1 
to 3.0:1. Heights are generally characterized by two- to six-story 
buildings, depending on the scale of the area.   
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• Regional Centers:  Serving as the focal points of regional commerce, 
identity, and activity for a population of 250,000 to 500,000 persons, they 
generally include corporate professional offices, concentrations of 
entertainment and cultural facilities, and mixed-use developments. Some 
contain region-serving retail facilities. Typically, Regional Centers are 
higher-density places whose physical form is substantially differentiated 
from the lower-density neighborhoods of the City. Regional Centers will 
fall within the range of floor area ratios from 1.5:1 to 6.0:1. This category 
is generally characterized by six- to twenty-story buildings or higher.  
• Downtown Center: Specified as Downtown Los Angeles, the principal 
government and business center of the region, with the highest-density 
center of the City and hub of regional transportation.  
• Mixed-Use Boulevards: Acting as connections between the City's 
Neighborhood Districts, Community and Regional Centers, and 
Downtown, mixed-use is encouraged along some of these boulevards, 
with the exact boundaries identified in the community plan. Generally, 
different types of Mixed-Use Boulevards will fall within a range of floor 
area ratios from 1.5:1 up to 4:1 and will be characterized by one- to two-
story commercial structures up to three- to six-story mixed-use buildings 
between centers. Mixed-Use boulevards are served by a variety of 
transportation facilities and can take three forms: housing above 
commercial, housing side-by-side with commercial, and/or alternating 
blocks of housing and commercial.   
• Industrial Districts: Lands designated for industrial use by the community 
plans continue to be designated for these purposes to support economic 
development and jobs generation. Some limited flexibility is allowed to 
promote recycling when appropriate.  
Despite the overriding legality of the Citywide General Plan Framework, individual 
communities maintain a degree of flexibility in determining the design and structure of 
land use categories.  For the most part, floor area ratios and any specific height 
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restrictions would be determined by the community plan, in addition to determining the 
appropriate mix of uses.   
What is noteworthy in citing Los Angeles’ General Plan is that the document designates 
several land use categories with particular promise for infill projects across all 
jurisdictions.  A stated objective of the Framework is to promote sustainable growth by 
concentrating development in higher-intensity areas; this is the main tenet of infill 
development.  While the above classifications may differ to the degree of density 
permitted, they are all suitable for infill housing.  For instance, a single-family housing 
development might be better suited for a Neighborhood District, generally characterized 
by one- to two-story buildings, while multi-family projects and small-scale condominium 
deals would fit within Community Centers or Mixed-Use Boulevards.   
Additionally, the emphasis placed on integrating housing with commercial uses in many 
of the land use categories beckons an earlier discussion of the increased interest in 
live/work style lofts.  Certainly, there is no greater integration of the two uses than in a 
combined product type that provides both a living quarter and a workspace suitable for a 
small-scale professional business, boutique, or artist studio.  Furthermore, locating 
housing in proximity to transportation hubs, or along transportation corridors, is both an 
amenity to infill development and a desired outcome of long-range sustainable planning. 
And finally, what the General Plan Framework encourages is new development in areas 
previously designated solely for commercial uses.  Infill development incentives have the 
potential to promote continuity in these areas by making it even marginally more feasible 
for developers to build on smaller pieces of vacant or underutilized land.  
In contrast to the land categories suitable for infill housing development, the Industrial 
District classification designates land as suitable for just one type of use.  This 
classification speaks to the Economic Development objective outlined in the General 
Plan Framework – to facilitate job growth by emphasizing a proactive role in the 
retention and attraction of businesses.  Some of the resultant economic development 
policies are as follows: 
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• Expand job-training programs to adequately address the skill requirements of 
emerging industries. 
• Establish incentives for industrial development in areas adjacent to the Port of Los 
Angeles, the rail corridor bisecting the San Fernando Valley, and the South 
Central/Southeast industrial area. 
• Maintain development fee structures that do not unreasonably burden economic 
development activities. 
• Promote the re-use and recycling of deteriorated commercial and industrial 
districts. 
In an effort to promote practices that support economic development activities, this 
element dictates provision of sufficient land to ensure an industrial job base for Los 
Angeles residents.  This includes setting adequate quantities of land for emerging 
industrial sectors and broadening the definition of industrial uses to incorporate the 
growing needs of small company formation and the introduction of information age 
technology.  
Yet, the Economic Development Element of the General Plan also recognizes that some 
existing industrially zoned lands may be inappropriate for new industries and should be 
converted for other land uses.  The re-designation of marginal industrial lands for 
alternative uses will be considered in instances, where the existing division of parcels 
precludes effective use for industrial or supporting functions; where the size and/or 
configuration of assembled parcels are insufficient to accommodate viable industrial 
development or might adversely impact adjacent residential neighborhoods; and where 
available infrastructure is inadequate and improvements are economically infeasible to 
support the needs of industrial uses.75 
In addition, the Framework lends consideration to a broader array of uses within the 
industrial zones than traditionally accepted.  This includes facilitating the clustering of 
uses that support the basic industries or a campus-like cluster of related uses.76 For 
example, one land use policy specifically provides flexible zoning to facilitate the 
clustering of industries and supporting uses, thereby establishing viable “themed” sectors 
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such as movie/television/media production, set design, reproductions, etc.77 As 
previously discussed, the entertainment business is one of Southern California’s fasting 
growing industries.  And while this may not be a high-employment, low-skill industry, 
such activity does meet Los Angeles’ commitment to promoting clean industries.   
Overall, the Economic Development Element is consistent with the previous policy 
discussion.  Specifically, it forms a basis for the Mayor’s Industrial Development Policy 
Initiative and supports the initiative’s key findings regarding the absence of quality 
industrial space at affordable for-sale prices.  To actually put these objectives into 
practice, the City must develop an action plan that directly addresses the issue of 
industrial land classification and assemblage.   Phase II of the IDPI is dedicated to parcel 
identification so that the City can continue to designate appropriate areas for increased 
industrial intensity and areas for residential or mixed-use conversion.   Yet, increased 
government involvement may be necessary to ensure sufficient land for industrial 
purposes while at the same time encouraging the private development of sites best suited 
for alternate uses.   A government sponsored strategy for assembling suitable tracts of 
land and brownfield remediation financing are two potential programs that will be 
explored in greater detail in the final section of this paper.   
However, before proposing recommendations for subsequent phases of the IDPI, there is 
a recent project in the Los Angeles area that deserves mention due to its potential impact 
on development opportunities in the region.  The Alameda Corridor project discussed 
below has implications for both increased industrial activity and innovative developments 
that fall within a mixed-use or other high-density classification. 
 
Alameda Corridor Partnership  
Efforts to meet the growing needs of Los Angeles’ international trade-related industry 
sectors have led to a unique public-private partnership facilitating a more efficient 
transportation network. The $2.4 billion Alameda Corridor project, completed in April 
2002, is a 20-mile long rail cargo expressway linking the ports of Long Beach and Los 
Angeles to the transcontinental rail yards near Downtown.  The project’s centerpiece is 
the Mid-Corridor Trench, which carries freight trains in an open trench 10 miles long, 33 
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feet deep and 50 feet wide between State Route 91 in Carson and 25th Street in Los 
Angeles.  Through a series of bridges, underpasses, overpasses and street improvements, 
freight trains are separated from street traffic and passenger trains, minimizing the impact 
on adjacent communities. 
 
As previously discussed, growth in international trade has been a key driver of the Los 
Angeles economy.  According to the Los Angeles County Economic Development 
Corporation, international trade accounts for one of every 15 jobs in the Southern 
California region.78  The ports of Long Beach and Los Angeles are the two busiest 
container ports in the country and, together, the third busiest port complex in the world – 
handling more than $200 billion in cargo in 2001.  Given the rapidly increasing cargo 
volumes, the rail network serving the ports had proved insufficient.   
 
The project’s initial funding package consisted of a $400 million Department of 
Transportation loan and private investors’ purchase of over a billion dollars in Alameda 
Corridor Transportation Authority (ACTA) revenue bonds.  Revenues from user fees paid 
by the railroads will be used to retire debts, with fees increasing between 1.5 and 3 
percent annually over a 30-year period.   
 
The quantities and types of labor, equipment, materials and supplies necessary to design 
and construct a project of this scale were enough to stimulate some degree of economic 
vitality in the state and the region.  In addition to the direct effects on employment from 
construction alone, the ACTA administered several programs designed to provide local 
residents and businesses with benefits that extend beyond project completion.  This 
included industry-specific job training for 1,281 local residents and placement in union 
apprenticeships, as well as on-the-job training and education credits for young adults who 
performed community beautification work through the Conservation Corps program.  
And, through outreach and technical assistance, ACTA assisted small and women- or 
minority-owned businesses to secure contracts worth over $285 million.79  
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One of the primary goals of the Alameda Corridor Program, as established by the ACTA, 
has been to promote economic and community development near and along the Corridor 
and to provide job opportunities in this economically disadvantaged area.80  Given the 
focus of this paper, exploring ways in which the Corridor project facilitates industrial 
recycling and the clustering of industrial uses is of particular interest.  
 
At the time of project completion, development activity along the Alameda Corridor did 
not meet the high expectations of community leaders and ACTA supporters.   That the 
project’s opening in 2002 coincided with a pronounced economic downturn certainly had 
a negative impact on corridor-related development.  In a down market, with businesses 
contracting, increased demand for industrial properties near the corridor failed to 
materialize.  As reported in the Los Angeles Business Journal, the biggest setback was the 
recession, which hit Mid-Cities industrial areas like Vernon and Huntington Park 
especially hard.  “Closures of meatpacking plants and big layoffs at garment companies 
have shrunk the presence of industries that traditionally have been strong in communities 
along the northern part of the corridor.”81 
 
Additionally, the enormity of the project from a construction standpoint has been highly 
disruptive.  As one local real estate broker noted, “It’s always difficult to show space to 
prospective businesses when you’re operating in a construction zone and get the desired 
interest.”82  Nevertheless, in late 2001 and early 2002, some new development did begin 
to emerge along the southern end of the Corridor, especially near the city of Carson.   
 
In December of 2001, Hewson Co. of Sylmar bought 20 acres of corridor-adjacent 
property to construct two buildings with a combined 400,000 feet of industrial space.  
The first building, totaling 250,000 square feet, was leased to Nova CFS Co. immediately 
upon completion and the second 150,000 square feet building was sold to P&O Cold 
Logistics shortly thereafter.  According to a Hewson senior vice president, increased 
efficiencies going to and from the port were the main driver in the transaction.83  The 
Watson Land Company also had success leasing a 177,000 square foot spec industrial 
building near the Hewson Co. property. 
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Among the largest developers of master planned industrial centers in Los Angeles 
County, Watson Land Co. owns three industrial parks totaling 10.5 million square feet of 
space within a mile of the corridor, with almost all of that space in Carson.  The company 
has contributed significantly to more recent development along the southern end of the 
Alameda Corridor.  In September 2003, construction of two new buildings totaling 
253,000 square feet began with project completion slated for year-end 2004.  As part of 
the Legacy Buildings series in the Dominguez Technology Center, the buildings sit on 
approx. 15 acres and are designed with flexibility to suit a wide variety of potential uses 
ranging from R&D, office, high tech and warehouse distribution.  The configuration, 
consistent with the company’s high quality business center design standards, provides for 
a large loading area in the center with street fronting buildings, abundant perimeter 
landscaping, and articulated entryways and signage. 84  
 
In addition to the Dominguez Technology Center, which is designated a Foreign Trade 
Zone, the company’s centers include the Watson Industrial Center South and the Watson 
Corporate Center in Carson.  All three are located minutes from the Alameda Corridor, in 
close proximity to six major freeways, LAX and Long Beach airports, and the largest 
intermodal container transfer facility in the United States.  At 438-acres, 350-acres, and 
116-acres respectively, these centers truly are massive planned industrial complexes.85  
The success of Watson Land Co. in leasing these facilities is indicative of the demand for 
quality industrial space and design flexibility to meet the needs of a changing business 
environment.  For instance, all centers are suited for office, light manufacturing, 
warehousing and distribution buildings with inventory land for build-to-suit 
opportunities.   Additionally, the Dominguez Technology Center accommodates a variety 
of technology uses, including electronics, R&D, computer software and hardware design 
and production, as well as sound studio and motion picture staging and aerospace.  
 
Certainly, this clustering of industrial uses and varied business types – with a mix of 
employee skill-level and volume – is consistent with both General Plan Framework 
Elements and initial objectives specified in the IDPI.  Thus, it would be in the City’s best 
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interest to encourage additional new development of this type, although perhaps not of 
this scale. 
 
Turning once again to the Los Angeles General Plan Framework and the “Mixed-Use 
Boulevards” land use classification, support exists for non-industrial development 
improvements along the Alameda Corridor as well.  In an effort to enhance the 
connecting spaces that lie between clustered development, the Framework Element 
proposes three ways to reapply land traditionally zoned for commercial uses: (1) retention 
for highway-oriented commercial uses, (2) intensification of low-intensity or marginally 
viable commercial areas with existing or planned major bus or rail transit facilities for 
new commercial development and/or structures that integrate commercial and housing 
development, and (3) re-use of corridors that are characterized by a prevailing mix of 
marginal or obsolete commercial uses and housing for new multi-family residential 
units.86  The second and third cases, where corridors may be appropriate for a mix of 
housing and commercial, receive the “mixed-use boulevards” designation.  
 
Rather than detract from adjacent neighborhoods, the intent of a mixed-use designation is 
to extend surrounding residential communities and supporting services into the 
boulevards.  Integrated mixed-use structures might include community and neighborhood 
commercial uses, public services, cultural facilities, school classrooms, etc. in sites that 
would be within walking distance to existing residential.  Accordingly, buildings should 
be located along the sidewalk frontages, containing uses that would promote pedestrian 
activity and accessible from the boulevard’s public transit.   Multi-family housing would 
fill mid-block locations – between commercial or mixed-use nodes that would be 
developed at the principal intersections.  Encouraging housing development in these areas 
would also relieve some of the strain placed on mixed-density neighborhoods that are 
presently zoned for intensified multi-family development.87  Once again, opportunities 
exist here for infill projects as vacant parcels along mixed-use corridors are not often 
contiguous and the acreage of available sites is not conducive to large-scale development. 
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The potential for both residential/mixed-use development and the intensification of 
industrial property along the Alameda Corridor is indicative of the opportunities 
encouraged by the City’s industrial recycling efforts.  Los Angeles’ Industrial Land Use 
and Economic Development policies, in conjunction with the initial findings from the 
Industrial Development Policy Initiative, suggest two prevailing, albeit sometimes 
conflicting, objectives: 
1. Encourage the recycling of underutilized commercial and industrial space and/or 
such space that is incompatible with surrounding land uses to supplement the City 
of Los Angeles’ existing housing stock; and, 
2. Maintain sufficient industrial land to support economic development activities, 
specifically those directly related to increased employment opportunities, while 
also continuing to encourage the establishment of clean industries. 
While the Adaptive Reuse Ordinance and supporting amendments are a start to achieving 
the first objective, these documents do not apply to properties unsuitable for conversion 
or to vacant parcels of land.  As previously mentioned, infill development incentives 
represent another tool at the City’s disposal for increasing the housing stock. Additional 
government led programs could be employed to encourage developers to participate in 
the productive use of underutilized industrial land.  This might include offering 
developers a database of available sites and providing environmental remediation 
assistance.  Such programs are the subject of the following section, leading to final 
recommendations for Phase II of the Industrial Development Policy Initiative. 
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Section V.  Recommendations for Los Angeles 
 
Phase I of Mayor Hahn’s Industrial Development Policy Initiative lays the groundwork 
for industrial recycling efforts.  Justification for the implementation of this initiative on a 
citywide basis is provided by the objectives stated in the General Plan Framework 
Elements.  Given these documents, Los Angeles is now positioned to enact legislation 
that recognizes opportunities made available by the surplus of vacant or underutilized 
land.  To do so, local government must incorporate targeted industrial development and 
reuse policies into existing ordinances and subsequent phases of the IDPI. 
 
The next step in this process should be to create a database of vacant parcels and obsolete 
industrial property for use by private developers and industrial space consumers.  Much 
of the initial research required by this effort has been completed in the first phase of the 
IDPI.  Los Angeles should now follow the lead of other cities in identifying and 
categorizing vacant land.  In 1999, the City Albuquerque Planning Department conducted 
a study of vacant sites, one acre or larger, within the City and Water Service Area.88  
Each site was rated according to their development potential, as good, fair, or poor, and 
then assigned a general zoning code.   This study was followed by a Phase II survey 
which identified vacant sites of ten acres or larger within the same area.  Here, each site 
was scored based on the current status of infrastructure and service capabilities. 
 
Implementing a similar survey in Los Angeles would produce a roster of sites suitable for 
infill housing (less than 10 acres) and sites suitable for industrial uses (10 acres or larger), 
whether that is manufacturing, e-commerce and information technology, or 
distribution/warehouse space.   If categorized by the degree of infrastructure and service 
capabilities in place, industrial tenants would be able to search for available parcels based 
on their own space demands. For instance, as previously discussed in the section that 
defines industrial users, information technology and e-commerce sectors are much more 
dependent on infrastructure networks than a traditional manufacturing facility may be.  
Another benefit of this categorized parcel survey is that a number of factors could be 
applied to score all sites of at least one acre as good, fair, or poorly suited for 
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development.   An effective scorecard should include environmental standing, existent 
infrastructure and public facilities, and compatibility of surrounding uses.   
 
The environmental component of this proposed scorecard system marks an area for 
expanded government involvement.  In Los Angeles, the California Environmental 
Remediation Fund (CERF) and Financial Resources for the Environment (FRE) represent 
two efforts to increase private sector financing for the cleanup of environmentally 
contaminated lands. CERF, which was sponsored by the Federal Reserve Bank of San 
Francisco, the Bay Area Council, and the Los Angeles Area Chamber of Commerce, 
launched operations in July 2001.  Following an initial closing of approximately $40 
million, CERF expects to be fully capitalized with a $50 - 75 million dollar loan pool for 
California's communities.89  Both initiatives aim to provide financially sound investment 
vehicles to attract capital from corporations and financial institutions for restoration of 
contaminated lands on a large scale. 
 
While the private sector may provide the gap financing for urban parcels in need of 
environmental remediation, state and federal grants often supply the seed financing for 
brownfield cleanup.  In 1995, the City of Los Angeles instituted a program with $2.4 
million in federal grants designated to a Brownfield Revitalization Fund for community 
redevelopment.  Since that time, the city has begun redevelopment on two test sites—the 
Goodyear Industrial Tract Site and the former Crown Coach Site.  Both sites were chosen 
in part because of their proximity to the Alameda Corridor, with the belief that this 
location greatly enhances their economic development potential. 90    
 
This initiative has since gained support from state and local non-profit organizations.  
The California Center for Land Recycling (CCLR) is a statewide organization founded in 
1996 as part of The Trust For Public Land, a national, nonprofit land conservation.  
CCLR promotes the reuse and recycling of previously developed and passed-over land in 
California’s cities, suburbs and rural areas.91  A similar, although more localized, 
organization is Gateway Cities Partnership, which in 1999 initiated a regional plan to 
achieve brownfield remediation in the Los Angeles Basin.   In addition to creating an 
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inventory of properties in need of environmental cleanup, GCP also identifies funds 
available for land recycling projects, including Federal, State, County and City funding 
sources, grant funding sources, and private investments.92   
 
While the City of Los Angeles has lent financial support to brownfield remediation 
efforts, the experience of other comparable urban cities suggests that there are additional 
ways to grow LA’s Brownfield Revitalization Fund.  For example, the City of Chicago 
has instituted an Environmental Loan Program with $10 million to be deposited in banks 
that make loans to small businesses for pollution prevention, site cleanup, or compliance 
with environmental regulations.  For every dollar loaned by a participating bank, the city 
will deposit $3 to $5 in the bank, creating a powerful incentive for banks to make small 
business loans up to $150,000 for the purpose of environmental cleanup.93   
 
Another tool employed by many municipalities is the use of Tax Increment Financing 
(TIF) programs to renovate blighted areas while increasing the tax base of such areas. 
TIFs allow the community to apply the increase in various local taxes that result from 
redevelopment to fund public improvements and business incentives.  Los Angeles has 
successfully applied this financing technique to the renovation of the Los Angeles Central 
Library ($135 million in the early 1990s) and expansion of the Los Angeles Convention 
Center ($126 million in 1986-87).94   The creation of a Tax Increment Financing district 
for brownfield remediation should be considered as a local funding vehicle. 
 
Additionally, revenue bonds are a common instrument utilized by states and 
municipalities to fund public infrastructure improvements and development.  In 
California, the state Industrial Development Financing Advisory Commission (part of the 
Office of the State Treasurer) issues “Industrial Development Bonds (IDBs)” used for 
assembling, fabricating, manufacturing, processing, or warehousing activities that create 
products for sale, provided that the owner demonstrates the potential to create or retain 
jobs.  These bonds, with a maximum face amount of $10 million per applicant per public 
jurisdiction, are payable from and secured by the revenues of the projects they finance.  
Thus, if the company defaults, bondholders and not local taxpayers pay for the loss.  
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Currently, the law that created the commission does not allow these tax-exempt 
redevelopment bonds to be used for brownfield remediation activities.  In a paper 
published by the California Center for Land Recycling, the non-profit organization 
recommends changing California state law to specifically add “remediation” to the list.95    
 
In addition to considering the inclusion of tax increment financing and environmental 
loan programs, and revenue bonds, states and municipalities can encourage brownfield 
remediation by mitigating private developers’ liability when developing sites that require 
environmental cleanup.  California Building Industry Association officials recently 
advised Governor Schwarzenegger – an acknowledged supporter of “smart growth” and 
urban infill projects – that he can get more growth in existing cities by limiting builders’ 
legal liability for building on blighted contaminated sites and relaxing state’s 
environmental laws.  Environmental laws imposed by the California Environmental 
Protection Agency (Cal/EPA) are often used by project opponents to stall the 
development process.96   Yet, federal reforms to the original superfund laws have given 
states and local governments a degree of autonomy in leading brownfield clean up 
efforts.  These reforms also expand the circumstances under which the Environmental 
Protection Agency will consider prospective purchaser agreements that limit liability for 
new owners.  
 
In 1993, the Cal/EPA’s Department of Toxic Substances Control (DTSC) established a 
Voluntary Cleanup Program (VCP) designed to help alleviate concerns about liability, 
lack of legal certainty, and a confusing regulatory environment.  Under the VCP, two 
types of assurances to involved parties exist: 1) a “No Further Action” letter when there 
is some remaining site contamination but it poses no threat to human health or the 
environment, and 2) a “Certificate of Completion” once site assessment and cleanup 
activities have been completed in accordance with a DTSC-approved voluntary cleanup 
agreement.  While significantly reducing liability, these letters of assurance do not rule 
out the possibility of third party suits or state enforcement action at some future point.97  
As a result, uncertainty about liability continues to inhibit reuse of brownfields in 
California.    
 52
The CCLR recommends that California look to brownfield programs in other states, such 
as Pennsylvania, Massachusetts and New York, in making recommendations for further 
state-level reforms.98  On a statewide basis, this would include codification of statutory 
liability relief for prospective purchasers and certain innocent landowners.  As noted, for 
such a law to achieve the desired results, it should also include contribution protection 
against third parties seeking future state and federal cleanup costs.  Additionally, a 
contingency fund would need to be established to pay for any future cleanup costs at sites 
where prospective purchasers have been given immunity and the original parties 
responsible for contamination are absent or insolvent.99   
 
From a financing perspective, several states in addition to those already mentioned issue 
property tax abatements as a way to encourage brownfield projects.  For example, in 
Idaho, when parties receive a covenant not to sue, the sate permits a 50 percent tax 
abatement on the property’s increased value due to redevelopment.  Texas has proposed 
similar legislation for parties that have completed a voluntary cleanup program and 
received sign-off from the state.100   While the measures suggested by CCLR are 
statewide proposals, the Los Angeles region – as one of the state’s largest economic 
drivers – holds considerable weight.  And with the nation’s newest Republican governor 
in support of sustainable growth, local lobbying efforts would not necessarily fall on deaf 
ears.  That said, the institution of municipality-led brownfield remediation financing 
programs is strongly recommended for Phase II of Los Angeles’ Industrial Development 
Policy Initiative.   However, it is important for the City of Los Angeles to recognize that 
overriding state laws hinder its ability to levy financing tools such as Industrial 
Development Bonds.  For Los Angeles to most effectively address the issue of industrial 
redevelopment, programs must be introduced in conjunction with and the support of state 
legislation. 
 
In addition to promoting local financial assistance for brownfield remediation on 
individual sites and limiting purchaser’s liability, cleanup efforts should be incorporated 
into a larger land assembly program designed to meet Los Angeles’ economic 
development objectives.  As mentioned several times, much of Los Angeles’ difficulty in 
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attracting and retaining industrial businesses is the lack of contiguous tracts of suitable 
space.  Given the amount of vacant and underutilized industrial land in the Los Angeles 
area, as reported in the IDPI’s key findings, this is somewhat counterintuitive.  Reviewed 
in the context of Los Angeles’ policy documents and ordinances, this situation seems to 
call for the continuation of development initiatives that are articulated in the City’s 
twofold policy focus: 
1. The recycling of underutilized commercial and industrial space and/or such space 
that is incompatible with surrounding land uses to supplement the City of Los 
Angeles’ existing housing stock; and, 
2. The maintenance of sufficient industrial land to support economic development 
activities, specifically those directly related to increased employment 
opportunities, while also continuing to encourage the establishment of clean 
industries. 
In reference to this first objective, the City of Los Angeles should continue along the path 
of Adaptive Reuse, while also instituting infill development incentives for properties that 
do not fall within a converted use framework.  Categorizing vacant parcels of land by 
size, development suitability, and environmental standing would certainly assist private 
developers in locating solid opportunities and would enable public entities to more 
effectively direct project financing assistance.  With increased incentives, niche infill 
developers could be encouraged to apply the government’s legwork to sites of one to ten 
acres.  This classification system would also provide larger industrial land users and 
developers with a survey of potentially suitable property.  However, in order to better 
meet both objectives, the City of Los Angeles may need to take a more active role in 
parcel assemblage.   
 
Assembling small, individual parcels into larger blocks under common ownership can 
greatly enhance their development potential.  In a study conducted by Real Estate 
Research, half or more of the sampled vacant infill parcels in three study areas (Dade 
County, Florida; King County, Washington and Monroe County, New York) were 
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smaller than one-quarter acre in size.  Although over half of the vacant infill parcels 
adjoined other vacant parcels, only a third of the adjoining parcels were in the same 
ownership.101   Purchasing land under fragmented ownership is both time-intensive and 
often prohibitively expensive for private developers.  In addition, land prices have a 
tendency to inflate when a developer’s intentions are well known.  As previously 
discussed, one of the IDPI’s key findings was that much of Los Angeles’ industrial slum 
land is over-valued due to owners speculative pricing.   Once again, drawing upon the 
experience of other metropolitan areas, local jurisdictions can acquire land for an 
immediate need or “bank” it until a future time when facilities or infrastructure is made 
available.102   
 
The key to this process is assembling and improving land, or removing encumbrances, in 
a premeditated manner that supports a City’s long-range plans.  The power of eminent 
domain to purchase blighted property, or to accomplish other legitimate public purposes, 
is the primary land-banking tool at a city’s disposal.  Tax defaults, donations or trades 
with other agencies have also been applied   For example, Cleveland has established a 
successful assembly effort in cooperation with the county treasurer’s office, foreclosure 
office and prosecuting attorney’s office.103  In an attempt to expedite the properties return 
to productive uses, the city receives most of these delinquent properties directly – 
reported to be approximately 900 lots per year.  Foreclosure costs are paid out of the 
city’s share of real estate excise tax fees and property taxes are also forgiven. The City 
sells unbuildable property to adjacent owners and holds other land to sell for 
development.  Most often, these are residential developers that employ housing trust fund 
money to build affordable units.   Yakima, Washington employs a similar program, 
although rather than condemnation, the city uses a portion of Block Grant funds to 
purchase vacant property at appraised value.104   
 
Although land banking has been used primarily as a key component in affordable housing 
programs, Los Angeles can apply this technique to assemble tracts of industrial land as 
well.  When vacant or underutilized parcels are located in areas defined as an Industrial 
District, or deemed incompatible for mixed- or residential uses, there is an opportunity 
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for government intervention to meet stated economic development goals.   Clearly 
though, this proposal would not be well-received by property owners that stand to profit 
from land speculation.    
 
A less resistant practice perhaps is the adoption of tax policies that discourage holding 
unimproved property.  Conventional property taxation involves the taxation of both land 
and the improvements to the land such as buildings.  Under this taxation system, 
improving property with buildings or other infrastructure improvements increases 
property value while consequentially triggering higher taxes.  By taxing land at a 
significantly higher rate than property improvements, participating cities can accelerate 
development of vacant parcels.105  For instance, Pittsburgh, Pennsylvania restructured its 
property tax system so that land is taxed at more than five times the tax rate applied to 
structures on the land.  While this is admittedly an extreme example, such a tax structure 
does encourage upgrading of older, obsolete buildings or their conversion to a higher 
intensity use as the taxes levied on building improvements are effectively reduced.  A 
byproduct of this tax policy, however, is that large lot residences would experience 
increased taxes and some low-income housing might be converted to higher-end product 
as these improvements would essentially evade taxation. 
 
In the context of Los Angeles and all of California however, property taxation is likely to 
be a non-starter given the sacred standing of Proposition 13 in the state.  Generally 
speaking, this statute, in effect since 1978, limits property tax increases to 2% a year, no 
matter how much the value of a property appreciates.  The popularity of Proposition 13, 
especially among California’s middle- to upper- income residents, was recently 
reaffirmed when Wall Street guru Warren Buffett suggested that then gubernatorial 
candidate Arnold Schwarzenegger reconsider its standing.  Public reaction was so intense 
that Schwarzenegger quickly distanced himself from Buffett, his most public and perhaps 
most well-reputed advisor.    Given that Proposition 13 is virtually a politically 
untouchable issue in the State, altering tax policies to discourage the holding of 
unimproved properties is not a viable recommendation for subsequent phases of the IDPI. 
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Nontheless, encouraging state and local legislators to think about how taxation impacts 
development patterns should remain an objective of redevelopment efforts.   
 
While the State of California must take the lead in establishing overriding tax laws that 
support the goals of redevelopment and environmental remediation without fear of 
liability, as a municipality, the City of Los Angeles is not without legislative authority.   
The success of LA’s Adaptive Reuse Ordinance supports this point.  Looking forward, 
however, if the City is going to get serious about encouraging industrial redevelopment it 
must add to this type of legislation and implement programs that address the findings 
from Mayor Hahn’s initiative.    
 
As already discussed, infill development incentives have a proven track record of 
encouraging increased residential and some types of mixed-use development and should 
be applied more liberally in Los Angeles.  Perhaps the least controversial tool to provide 
incentive for development is the revision of codes to eliminate excessive standards, such 
as on-site parking or setback requirements.  Easing the standards for pre-existing, 
nonconforming lots reduces public approval delays which cost most developers a 
significant amount of time and money and often result in vacant parcels remaining 
underutilized.  Additionally, lowering service and public impact fees to the point that 
publicly generated revenue is not affected is also recommended.  For niche developers 
that work on slim margins, the elimination of excessive fees may just be enough to make 
a borderline project financially viable. 
 
For developers, both large and small, increased awareness about the availability of 
suitable space would also stimulate project activity.  For this reason, the first action taken 
by the Mayor and his team of real estate experts in Phase II of the IDPI should be the 
implementation of a land survey database.  This database would identify vacant or 
underutilized parcels and classify each parcel by their environmental standing, 
infrastructure accessibility, and overall fit with the City’s stated development objectives – 
whether that be for intensified industrial, mixed-use, or residential development.  Another 
 57
benefit of this classifications system is that it would highlight those areas where existing 
brownfield conditions restrict development.   
 
By working with non-profit organizations such as Gateway Cities Partnership, the City 
could develop a comprehensive inventory of brownfield sites and target remediation 
financing to those areas that show the greatest development potential.  Los Angeles has 
already taken steps to this end by allocating Brownfield Revitalization Funds to two sites 
adjacent to the Alameda Corridor.  Additional funding for remediation created by 
municipality sponsored environmental loan programs or revenue generating municipal 
bonds should be made available to expand the scope of reach.   And, as discussed above, 
the City of Los Angeles must work with the State to devise legislation that limits the 
liability of innocent purchasers who played no role in site contamination.  The time for 
this type of collaboration appears to be now, with a Governor that supports sustainable 
growth.  In addition, non-profit organizations such as GCP and California Center for 
Land Recycling can educate the City about federally available funding grants.  These 
financial resources would be key to developing a citywide land survey database and 
classification system.   
 
Additionally, the City of Los Angeles must decide how aggressively it intends to tackle 
the issue of industrial development.  To truly achieve the stated housing and economic 
development objectives, local government has to actively facilitate land assemblage in 
designated growth areas.  With all of the recent investment in the Alameda Corridor, and 
the end to construction activity that may have deterred potential land users, opportunities 
along this transportation network should abound.   Yet, development projects have been 
rather slow to materialize.  In addition to incentivizing housing developers to build on 
underutilized land, the City of Los Angeles may have to physically make large tracts of 
land available to retain and attract local businesses.   Thus, a policy stating where the City 
stands on condemnation and purchase of foreclosed property should also appear in the 
next phase of the Industrial Development Policy Initiative.  
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And finally, the City must look towards policies that integrate the two seemingly 
divergent goals of increased housing opportunities and increased availability of land to 
attract business operations.  A central part of this paper early on was the growing market 
appeal and demand for live/work space in urban settings such as San Francisco and 
Downtown Los Angeles.  While typical use of this space is not a high-employment 
generator, the artist studios, web designers and/or production-related services that 
establish businesses in live/work units support LA’s commitment to clean industries and 
reduction in traffic congestion.  Infill development incentives can just as easily be applied 
to this product type which naturally integrates into a mixed-use land classification. 
 
In summary, it is time for the City of Los Angeles to get creative with development 
related policies.  To date, the City has demonstrated its ability to do so by implementing 
the Adaptive Reuse Ordinance, converting a significant amount of obsolete space to 
thousands of new housing units.  Going forward, Los Angeles should: 
• Establish infill development incentives that relax barriers to building higher-
density and that improve the financial feasibility of socially beneficial projects. 
• Create a database of vacant or underutilized property that classifies parcels based 
on their development potential. 
• Utilize this newly created database to identify areas for increased government 
intervention, including greater brownfield remediation assistance and the 
assemblage of land suitable for intensification of industrial business.  
• Promote the use of municipal revenue bonds and tax increment financing for sites 
that require environmental cleanup. 
• Employ more aggressive tactics for assembling contiguous tracts of land, 
including land-banking of condemned and foreclosed property and the purchase 
of vacant land at appraised value. 
• Lobby the State to write legislation that limits purchaser’s liability for 
contaminated sites. 
These recommendations would add teeth to the City of Los Angeles’ Industrial 
Development Policy Initiative and move the area closer to achieving stated housing and 
economic development objectives.  
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VI.  Learning from Los Angeles:  Lessons for the Field  
 
The Los Angeles experience is a pertinent study for two main reasons.  First, the City’s 
legislative actions and initiatives present a mindful, twofold framework for evaluating 
policy effectiveness.  Second, the City faces an immediate need for sustainable growth 
tactics.  Like many comparable metropolitan areas, Los Angeles is encountering steadily 
appreciating home prices and a shortage of affordable, or adequate housing alternatives.  
Additionally, the loss of traditional manufacturing businesses has threatened the region’s 
property tax and employment base.  The way in which Los Angeles’ industrial 
redevelopment strategy is designed to target these issues provides valuable lessons for 
other cities facing a surplus of vacant or underutilized industrial land. 
 
The first step towards a successful industrial redevelopment program is the establishment 
of defined policy objectives.  As discussed throughout this paper, Los Angeles’ recent 
planning ordinances and overriding general plan indicate that the City is dually concerned 
with addressing (1) the region’s housing crisis and (2) the attraction and retention of 
business to the area.  While many cities share similar obstacles, it would not be prudent to 
simply apply the tactics employed by Los Angeles across all recycling efforts.  What is 
recommended, however, is that comparable metropolitan areas follow Los Angeles’ lead 
in taking stock of their current position relative to space demands.  For instance, after 
conducting a task force on the City’s housing crisis, Los Angeles legislators were 
presented with recommendations for land use policies, planning codes and financing 
methods.  As a result of this research on growing housing demands and the shifting needs 
of space users, the City of Los Angeles introduced the Adaptive Reuse Ordinance.  By 
most standards, this document and the supporting amendments have been very successful 
in encouraging the construction of new housing units.   
 
Yet, by design, this ordinance applies only to the conversion of obsolete industrial 
buildings.  A more comprehensive effort would also facilitate the development of vacant 
land into residential and/or higher-density mixed-use products.  For this reason, a major 
assertion this paper makes is that Los Angeles should work to incorporate infill 
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development incentives.   The basis for this recommendation can be found in existing 
citywide policy documents, such as the Los Angeles General Plan Framework, that lend 
support to many of the sustainable growth/infill development principles.  Therefore, a 
second lesson to be learned from Los Angeles’ experience is that overriding City 
development guidelines can both define and help legitimize the tools at a local 
government’s disposal.  In fact, all of the recommendations proposed in this paper are in 
support of the City of Los Angeles’ stated objectives.  
 
Just as the Adaptive Reuse Ordinance has jump-started local developers interest in the 
conversion of industrial property, Mayor Hahn’s Industrial Development Policy Initiative 
has caused local policy-makers to examine the best and highest use of industrial land.  
Key findings from this report support both the rezoning of industrial land and the 
intensification of existing industrial uses.  These conclusions are the result of an 
investigative, department-wide study on Los Angeles’ current industrial space demands 
as compared to both local and national trends.   Certainly, for any city actively pursuing 
industrial redevelopment, this interactive feedback method is a constructive exercise.   
 
One major recommendation that has come out of these initial findings is the need for a 
citywide database that surveys vacant and underutilized parcels in the Los Angeles 
region.  Such a survey would identify land suitable for development by the private sector 
with minimal regulatory change or environmental cleanup, as well as land that requires 
pronounced government intervention or brownfield remediation prior to viable 
development.  At least one city (Albuquerque, NM) has created this basic database.  
However, metropolitan areas could benefit most from this classification system by using 
it to craft financing programs and development incentives that target specific area needs.  
Were Los Angeles to pursue this course of action, the City would present an excellent 
ongoing case study.  Further study is warranted on subsequent phases of the Mayor’s 
Industrial Development Policy Initiative and Los Angeles’ progression with industrial 
redevelopment efforts.  
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